HOHh  state  Llbrari. 


. Qp 

ANNUAL  REPORT 

FISCAL  YEAR  1981/1982 


state  of  '"“^"^"rEASURF'’ 


AKI  E BOVLES 
HARLAN  E. 

BtASURER 


STATE 


ui  Tames  B.  Hunt,  ]t- 
^Xrs  oUhe  General  Assembly 

Sir;  Ladies  and  Gentlem  ^ traditional 

The  issues  eommissmns  having 

iXof  lt:'re:pecttve  areas  addresse^  pertaining  of 

presenting  both  con 

will  find  both  use!  • 


Harlan  E.  Boyles 
State  Treasurer 


HEB-.bme 


-4. 


m 


Table  of  Contents 


Page 


LETTER  OF  TRANSMITTAL  1 

TABLE  OF  CONTENTS  2 

EXHIBITS 3 

STATE  TREASURER  4 

From  the  Perspective  of  The  State  Treasurer  ...  4 

INVESTMENT  AND  BANKING  DIVISION  13 

Highlights  13 

Basic  Functions 14 

Acting  as  the  State’s  Banker 14 

Receiving  State  Monies  14 

Disbursing  State  Monies  14 

Administering  the  State’s  Investment 

Programs 15 

Cash  Management  Program 15 

Trust  Fund  Program  16 

Investment  Activity 18 

Liquid  Asset  Fund 18 

Short-term  Investment  Fund  18 

Long-term  Investment  Fund  19 

Equity  Investment  Fund 20 

Supplemental  Income  Program 20 

Arranging  for  Payment  of  the  State’s  Debt  ...  20 

Other  Functions  20 

Accounting  Section 20 

Bank  Clearing  Section 21 

Operations  Section 21 

Projects  in  Progress 22 

“NicMic” 22 

UNI-COLL 23 

Bank  Account  Analysis 23 

Employee  Health  Benefit  Plan 23 

Railroad  Investment  Study  23 


Page 


North  Carolina  Cash  Management  Trust  ....  23 
Housing  Study  Commission 23 

STATE  AND  LOCAL  GOVERNMENT  FINANCE  24 

Highlights  24 

Basic  Functions 25 

Significant  Accomplishments 28 

Significant  Projects 29 

RETIREMENT  AND  HEALTH  BENEFITS 

DIVISION 30 

Highlights  30 

Basic  Functions 31 

Significant  Projects 32 

The  Retirement  Systems  and  Trust  Funds 34 

Actuarial  Valuation 34 

Teachers’  and  State  Employees’ 

Retirement  System 35 

North  Carolina  Local  Governmental 

Employees’  Retirement  System 37 

The  Law  Enforcement  Officers’  Benefit 

and  Retirement  Fund 38 

Uniform  Judicial,  Solicitorial  and  Clerks  of 

Superior  Court  Retirement  Systems 39 

Legislative  Retirement  Fund 40 

Health  Benefits  Program  for  Teachers  and 

State  Employees 40 

Public  Employees’  Social  Security  Agency  ...  41 
Teachers’  and  State  Employees’  Benefit  Trust  . 41 

ADMINISTRATIVE  SERVICES  DIVISION 43 

Highlights  43 

Support  Services 44 

Escheat  and  Abandoned  Property 

Administration 45 


2 


Table  of  Contents: 
Exhibits  and 
Supporting  Statements 


Page 


Exhibit  A - Liquid  Asset  Fund  Balance  Sheet 48 

Exhibit  B - Liquid  Asset  Fund  Income  Statement . . 48 

Exhibit  C - Short-term  Investment  Fund 

Balance  Sheet 49 

Exhibit  D - Short-term  Fixed  Income 

Investment  Fund  Income  Statement 49 

Exhibit  E - Long-term  Investment  Fund 

Balance  Sheet 50 

Exhibit  F - Long-term  Fixed  Income 

Investment  Fund  Income  Statement 50 

Exhibit  G - Equity  Investment  Fund  Balance 

Sheet 51 

Exhibit  H - Equity  Investment  Fund  Income 

Statement 51 

Exhibit  I - Comparative  Summary  of  Trust 

Fund  Investments 52 

Exhibit  J - Treasurer’s  Central  Clearing  and 

Collection  Accounts  54 

Exhibit  K-  Agency,  Department  and  Institution 
Collection  Accounts  and  Time  Deposits 55 

Exhibit  L - Summary  of  State  and  Local 

Covernment  Debt  and  Authorizations 60 

Schedule  L-1  - Outstanding  State  General 

Obligation  Debt 60 

Schedule  L-2  - Annual  Debt  Bequirements  for 

State  Bonds  Issued  and  Outstanding 61 

Schedule  L-3  - State  Bonds  Authorized  and 

Unissued 61 

Schedule  L-4  - Bevenue  Bonds  and  Other 
Indebtedness  of  State  Authorities  and 
Institutions 62 

Exhibit  M - Teachers’  and  State  Employees’ 

Retirement  System  Payment  Chart 63 

Exhibit  N - Teachers’  and  State  Employees’ 
Retirement  System,  Statement  of  Assets, 

Liabilities  and  Reserve  Balances 64 

Schedule  N-1  - Statement  of  Income  and 

Changes  in  Reserves 65 

Schedule  N-2  - V aluation  Balance  Sheet  66 


Exhibit  O - North  Carolina  Local  Governmental 
Employees’  Retirement  System  Payment  Chart  . 67 

Exhibit  P - North  Carolina  Local  Governmental 
Employees’  Retirement  System,  Statement  of 


Assets,  Liabilities  and  Reserve  Balances 68 

Schedule  P-1  - Statement  of  Income  and 

Changes  in  Reserves 69 

Schedule  P-2  - Valuation  Balance  Sheet 70 

Exhibit  Q - Law  Enforcement  Officers’  Benefit 

and  Retirement  Eund  Payment  Chart 71 


Page 


Exhibit  R - Law  Enforcement  Officers’  Benefit 
and  Retirement  Fund,  Statement  of  Assets, 

Liabilities  and  Reserve  Balances 72 

Schedule  R-1  - Statement  of  Income  and 

Change  in  Reserves 73 

Schedule  R-2  - Valuation  Balance  Sheet  74 

Exhibit  S - Uniform  Judicial  Retirement  System 
of  North  Carolina,  Statement  of  Assets, 

Liabilities  and  Reserve  Balances 75 

Schedule  S-1  - Uniform  Judicial  Retirement 
System,  Statement  of  Income  and 

Changes  in  Reserves 76 

Schedule  S-2  - V aluation  Balance  Sheet 77 

Exhibit  T - Uniform  Solicitorial  Retirement 
System  of  North  Carolina,  Statement  of 

Assets,  Liabilities  and  Reserve  Balances 78 

Schedule  T-1  - Statement  of  Income  and 

Changes  in  Reserves 79 

Schedule  T-2  - V aluation  Balance  Sheet  80 

Exhibit  U - Uniform  Clerks  of  Superior  Court 
Retirement  System  of  North  Carolina, 

Statement  of  Assets,  Liabilities  and  Reserve 

Balances 81 

Schedule  U-1  - Statement  of  Income  and 

Changes  in  Reserves 82 

Schedule  U-2  - V aluation  Balance  Sheet  83 

Exhibit  V - North  Carolina  Legislative  Retirement 
Fund,  Statement  of  Assets,  Liabilities  and 

Reserve  Balances 84 

Schedule  V-1  - Statement  of  Income  and 

Changes  in  Reserves 85 

Exhibit  W - North  Carolina  Employee  Disability 
Fund,  Statement  of  Assets,  Liabilities  and 

Reserve  Balances 86 

Schedule  W-1  - Statement  of  Income  and 

Changes  in  Reserves 87 

Schedule  W-2  - Valuation  Balance  Sheet 88 

Exhibit  X - North  Carolina  Public  Employees’ 

Social  Security  Agency,  Statement  of 

Assets  and  Liabilities 89 

Exhibit  Y - Teachers’  and  State  Employees’  Benefit 
Trust,  Statement  of  Assets,  Liabilities  and  Eund 

Balance 90 

Schedule  Y-1  - Statement  of  Income  and 

Changes  in  Reserves 91 

Exhibit  Z - Escheat  Eund,  Comparative  Balance 

Sheet 92 

Schedule  Z-1  - Comparative  Statement  of 

Changes  in  Fund  Balance 93 

Schedule  Z-2  - Comparative  Income  Statement  . 93 

Exhibit  AA  - Department  Operating  Budget 94 


3 


From  the  Perspective 
of  The  State  Treasurer, 
as  Ex-Officio  Member 
of  Various  State  Boards 
and  Commissions 


New  Conditions  Require  New  Solutions: 

We  are  all  aware  of  the  economic  plight  of  the  peo- 
ple of  this  State  and  nation.  It  is  both  inevitable  and 
essential  that  we  in  government  become  cognizant  of 
the  economy’s  fiscal  realities  and  problems.  We  must 
address  those  problems  having  a particular  impact 
upon  the  public  sector  — with  vigorous  leadership  and 
with  new  and  innovative  solutions. 

I am  convinced  that  our  people,  as  taxpayers,  are 
sharing  with  their  government  as  much  of  their  per- 
sonal resources  as  they  can  reasonably  share.  As  a con- 
sequence, those  of  us  in  positions  of  leadership  must 
manage  and  coordinate  the  affairs  of  government  in 
an  effective  manner  and  live  within  the  financial 
resources  currently  available. 

1983  General  Assembly: 

It  is  reasonable  to  anticipate  that  the  1983  General 
Assembly  --  following  the  preliminary  analysis  and 
recommendations  of  the  Governor  and  Advisory 
Budget  Gommission  — will  find  it  necessary  to  look  to 
new  revenue  sources  and  alternatives  if  the  State  con- 
tinues to  respond  adequately  to  program  needs,  as 
presently  constituted. 

New  revenue  sources  and  alternatives  may  or  may 
not  entail  new  or  increased  taxes.  It  is  logical  and  ap- 
propriate to  assume  that  improved  management  and 
the  prioritization  of  program  authorizations  could 
provide  a substantial  portion  of  the  resources  to  be  re- 
quired, leaving  increased  taxation  as  the  last  alter- 
native. 

Budget  Document: 

Traditionally,  the  budgets  of  the  State  departments 
and  institutions  have  been  presented  to  the  General 
Assembly  on  the  basis  of  “line  item”  requests,  showing 
anticipated  needs  for  such  things  as  salaries,  travel, 
postage  and  equipment.  While  this  method  of  budget 
preparation  may  be  the  easiest  system  for  monitoring 
the  approved  appropriations,  it  is  not  the  best  method 
for  an  effective  review  of  program  performance.  It  is 
true  that  the  members  of  the  General  Assembly  are 
able  to  focus  on  the  number  of  public  employees,  the 
departments  to  which  they  are  assigned  and  their 
levels  of  compensation,  but  I question  whether  in 


reality  it  is  the  members  of  the  General  Assembly  who 
establish  or  approve  the  program  objectives  — what 
the  programs  are  intended  to  achieve  and  why  --  their 
expected  results  --  and  their  effect  on  the  public.  In 
essence,  under  the  present  nondescript  line  item  ap- 
proach, it  is  difficult  if  not  impossible  for  the  total 
membership  of  the  General  Assembly  to  become 
genuinely  involved  in  the  budget  process,  especially  in 
terms  of  policy-making  decisions. 

As  a means  of  improving  the  concept  and  also  as  a 
means  of  involving  the  General  Assembly  as  policy 
makers,  I recommend  that: 


• while  continuing  to  follow  the  line- 
item  account  concept,  the  format  of  the 
departmental  budgets  be  modified  to 
reflect  the  program  purposes  (i.e.  the 
organization  of  departmental  activities  ac- 
cording to  their  major  purposes  or  objec- 
tives), and  the  program  goals,  of  the 
respective  departments  and  agencies  of 
State  government,  and  that 

• budget  requests  provide  the  information 
needed  to  identify,  analyze,  and  eliminate 
redundant  activities  both  within  and 
among  departments  and  agencies. 


What  is  recommended  is  the  assignment  of  each 
line-item  account  to  the  programs  (purposes)  for 
which  the  expenditures  are  to  be  made.  The  line-items 
are  either  assigned  directly  to  a particular  program  or 
allocated  to  several  programs.  The  members  of  the 
General  Assembly  would  see  both  the  conventional 
line-item  budget  and  a published  (final)  budget 
prepared  according  to  program  purposes. 
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Budget  and  Fiscal  Control  Act  for 
State  Departments  and  Agencies: 

In  recent  years  the  General  Assembly  has  enacted 
comprehensive,  consolidated  and  meaningful  laws 
governing  budget  adoption-,  administration  and  finan- 
cial reporting  for  counties  and  cities,  public 
authorities,  community  colleges  and  public  schools.  In 
each  instance,  the  published  budget  documents  are  re- 
quired to  reflect  the  receipts  and  disbursements  of 
every  description  — tax  resources  and  non-tax  receipts. 
State  and  Federal  grants,  gifts  — as  a means  of  disclos- 
ing to  the  public  the  absolute  entirety  of  the  situation. 
Notwithstanding  the  enactment  of  the  Executive 
Budget  Act  in  1925,  the  statutes  governing  depart- 
ments and  agencies  of  State  government  are  out-dated, 
fragmented  and  without  material  benefit  to  the  ad- 
ministrator or  State  official  charged  with  budget  ex- 
ecution. The  typical  biennial  appropriations  act  pro- 
vides more  guidance  and  direction  than  does  the  Ex- 
ecutive Budget  Act.  The  Governor,  as  Director  of  the 
Budget,  supplements  the  statutory  provisions  through 
the  issuance  of  budget  directives. 

Recognizing  the  importance  of  legislation  which 
clearly  and  expressly  specifies  the  parameters  within 
which  the  public  official  must  operate,  and  recogniz- 
ing also  that  the  assignment  of  responsibility  is  a prere- 
quisite to  accountability,  especially  with  regard  to  the 
utilization  of  public  funds,  I recommend  that: 


• the  Executive  Budget  Act  of  1925  be 
completely  re-written  and  updated;  and, 
that  the  new  law  address  specifically  the 
concept  of  a balanced  budget  as  mandated 
by  the  Constitution,  as  well  as  budget  for- 
mat and  preparation,  budget  adoption,  ad- 
ministration, accounting  principles, 
periodic  reporting,  trust  and  agency  funds, 
revolving  funds,  bonds,  leases  and  financ- 
ing agreements,  and  also  civil  and  criminal 
sanctions  for  violations  of  the  budgetary 
law,  and  that 

• consideration  be  given  to  a similar  Act 
for  institutions  of  higher  education,  and 

• consideration  be  given  to  a similar  Act 
for  the  State  Ports  Authority. 


State  Tax  Levies  --  Timing  of  Remittance: 

With  the  noticeable  exception  for  personal  income 
taxes,  through  payroll  withholding  and  quarterly 
estimates,  including  corporate  income  taxes  on  a 
minimial  basis,  all  other  tax  levies  are  remitted  to  the 
State  on  an  after-the-fact  basis  (i.e.  after  the  liability 


has  been  ascertained  and  after  the  reporting  period  has 
elapsed).  And  yet,  particularly  in  the  cases  of  the 
gasoline,  sales  and  alcoholic  beverage  taxes,  the  taxes 
subsequently  remitted  have  been  held  in  escrow  for  a 
considerable  period  of  time  by  the  vendor  or  mer- 
chant, awaiting  the  payment  date(s)  prescribed  by  the 
statutes. 

Recognizing  that  the  timing  of  the  actual  receipt  of 
the  tax  levies  is  of  major  importance  to  the  State,  and 
recognizing  that  interest  rates  have  increased 
dramatically  since  the  Revenue  Act  of  1939  was 
enacted,  I recommend  that: 


• the  statutes  governing  the  remittance  of 
taxes  be  reviewed  and  that  legislation  be 
recommended  requiring  the  remittance  of 
the  levied  taxes  on  a timely  basis,  commen- 
surate with  the  nature  of  the  tax  and  the 
amount  of  the  liability. 


Cash  Management  — Improvements  Remain: 

With  investment  returns  at  recent  historically  high 
levels,  the  manner  in  which  public  officials  collect  and 
disburse  funds  belonging  to  State  agencies  and  institu- 
tions has  a tremendous  bearing  on  the  amount  of  in- 
terest earnings  the  General  Assembly  can  anticipate  as 
being  available  for  budgeting  purposes.  Never  have 
cash  and  the  interest  earnings  on  that  cash  been  more 
important.  Yet,  the  State’s  official  policy,  as  expressed 
in  the  statutes,  speaks  only  to  monies  “belonging  to  the 
State”  and  says  little  about  the  multitude  of  “other” 
public  monies  in  the  hands  of  public  officials,  such  as 
trust  and  agency  funds. 

On  the  national  level,  irrespective  of  the  nature  of 
the  money  involved,  if  the  money  goes  through  the 
hands  of  a Federal  official  or  agency,  it  goes  through 
the  accounts  of  the  U.S.  Treasury.  In  North  Garolina, 
the  statutes,  as  indicated,  refer  only  to  monies 
“belonging”  to  the  State.  Recognizing  that  “all” 
monies  coming  into  the  hands  of  a public  officer  in  his 
official  capacity  constitute  “public”  monies,  to  be  fully 
accounted  for  and  safeguarded,  and  further  recogniz- 
ing the  State’s  exposure  to  liability  for  loss  or  misap- 
plication, I recommend  that: 


• the  statutes  require  all  public  officials, 
representing  State  departments,  agencies, 
boards,  commissions,  and  institutions,  who 
have  custody  of  or  responsibility  for  public 
and  institutional  funds,  deposit  said  funds 
in  the  Statens  central  depository,  and  that 
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• the  statutes,  as  thus  amended,  direct  the 
State  Treasurer  to  allocate  investment  ear- 
nings applicable  to  monies  not  belonging 
to  the  State  to  the  funds  or  purposes  to 
which  the  monies  belong,  in  effect  for- 
mally designating  said  monies  as  trust  and 
agency  funds  to  be  safeguarded  as  public 
monies. 


Task  Force  for 

Efficiency  and  Accountability: 

In  the  mid-forties,  the  newly-appointed  Commis- 
sioner of  Revenue  found  the  organizational  structure 
of  the  Department  of  Revenue  to  be  in  considerable 
disarray,  with  the  consequence  being  that  the  State’s 
tax  collection  efforts  were  almost  totally  ineffective. 
The  solution  agreed  upon  involved  the  formation  of  a 
“flying  squadron”  made  up  of  trained  tax  practitioners 
and  administrators  who  were  given  the  assignment  of 
getting  the  Department’s  “house  in  order.”  What  the 
flying  squadron  did  was  to  visit  every  field  office  of  the 
Department  and  review  and  evaluate  the 
Department’s  overall  audit  and  collection  practices. 
The  result  was  a complete  reorganization  of  the 
Department’s  tax  enforcement  program  and  the  stan- 
dardization of  its  personnel  practices  throughout  the 
State.  This  meant  that  the  members  of  the  General 
Assembly  and  the  public  were  assured  that  the  inte- 
grity of  the  State’s  tax  policies  was  being  restored. 

In  today’s  environment.  State  government  is  both 
complex  and  widespread.  Not  only  do  we  have 
overlapping  functions  and  duplication  of  effort,  but 
we  also  have  opposing  forces  at  work  --  with  one 
branch  of  State  government  promoting  and  encourag- 
ing activities  and  programs  and  another  branch 
countering  to  restrict  and  control  the  same  or  similar 
activities. 

What  is  needed  is  the  capability  of  providing 
management  oversight  and  direction  to  the  total  effort 
of  State  government  — whereby  we  transcend  the 
functional  responsibilities  of  the  respective  depart- 
ments and  agencies  and  thus  formulate  expressly  and 
officially  the  State’s  objectives,  as  determined  by  the 
General  Assembly.  This  capability  can  be  achieved 
only  if  we  have  a task  force  charged  specifically  with 
the  duty  of  looking  into  all  aspects  of  State  government 
and  making  recommendations  for  correction  and  im- 
provement. Therefore.  I recommend  that: 


• there  be  created  within  the  Operational 
Audit  Division  of  the  Department  of  State 
Auditor  a special  section,  with  explicit 
jurisdictional  authority,  to  inquire  into  the 


programmatic  and  functional  operations 
of  every  State  department  or  other  reci- 
pient of  funds  appropriated  by  the 
General  Assembly,  and  that 
• the  Auditor’s  findings  and  recommenda- 
tions be  made  public  and  forwarded  to  the 
Governor  and  the  General  Assembly  for 
appropriate  comment  and  action. 


Research  and  Hanning  - An  Expensive  Mixture: 

In  almost  every  department  of  State  government, 
including  the  General  Assembly,  there  is  an  abun- 
dance of  staff  effort  devoted  to  research  and  planning. 
Much  of  its  ultimate  value  to  the  public  is  ques- 
tionable. Yet,  its  costs  are  staggering. 

In  public  education,  and  particularly  in  higher 
education,  what  was  once  cooperative  research  has 
now  evolved  into  full  scale  production.  There  is 
tremendous  duplication  of  effort.  For  example,  in 
public  education  and  agriculture,  we  have  a Depart- 
ment of  Public  Education  and  a Department  of 
Agriculture  and  yet,  we  have  institutions  of  higher 
education  duplicating  many  of  the  developmental  pro- 
grams far  beyond  the  extent  necessary  for  teaching  and 
normal  instruction. 

Recognizing  the  importance  and  appropriateness  of 
research  and  planning,  but  recognizing  also  the  fact 
that  its  high  cost  operates  to  displace  other  programs, 
perhaps  of  higher  priority,  I recommend  that: 


• the  departments  of  State  government,  in- 
cluding all  State  supported  educational  in- 
stitutions, be  required  by  the  General 
Assembly  to  identify  and  describe  their 
research  and  planning  activities  and  pro- 
vide the  costs  associated  therewith,  and  that 

• the  Governor  and  Advisory  Budget 
Commission  be  asked  to  present  to  the 
General  Assembly  a State  plan  for  research 
which  would  accommodate  the  needs  of 
State  government,  including  the  General 
Assembly,  but  which  would  eliminate  or 
reduce  any  duplication  of  effort  among  the 
agencies  of  government. 


Legal  Advertisements: 

Whether  by  virtue  of  the  requirements  of  law  or  by 
administrative  action,  the  practices  of  public  bodies, 
regulated  utilities  and  others,  including  fiduciaries 
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and  trustees,  clearly  reveal  the  need  for  legislative  ac- 
tion dealing  with  what  is  or  should  be  the  State’s 
public  policy  regarding  the  publication  of  legal  adver- 
tisements. Presently,  the  practices  followed  are  more 
the  result  of  administrative  decision  than  by  mandate 
of  the  General  Assembly.  Yet,  the  costs  incurred  are 
passed  along  to  the  taxpayer  or  the  consumer,  as  the 
case  may  be.  Thus,  it  is  in  the  public’s  interest  that  the 
matter  of  legal  advertising  and  the  placement  of 
public  notices  be  addressed  by  the  General  Assembly.  I 
recommend  that: 


• particularly  with  regard  to  public 
bodies,  and  regulated  utilities,  all  statutory 
provisions  governing  the  placement  of 
public  notices  be  re-written  and  con- 
solidated; and,  that  the  Division  of  Pur- 
chase and  Contract  be  given  ad- 
ministrative responsibility  for  handling  the 
requirements  imposed  upon  all  depart- 
ments and  agencies  of  State  government. 


Retirement  Benefit  Programs 
for  Public  Employees: 

There  is  cause  for  concern  in  the  matter  of  the 
future  of  the  retirement  programs  for  public 
employees  in  North  Carolina.  The  annual  appropria- 
tion requirements  in  1981  from  public  funds  exceeded 
some  $314  million,  consisting  of  $272  million  from  the 
State’s  General  Fund,  Highway  Fund  and  special 
funds,  and  $42  million  from  units  of  local  government. 
The  unfunded  liabilities  of  the  several  programs  ad- 
ministered by  the  State  now  exceed  $1.57  billion,  a 
figure  which  is  roughly  twice  the  State’s  bonded  in- 
debtedness. These  unfunded  liabilities  have  been  in- 
creasing over  the  last  several  years  at  an  annual  rate  of 
almost  $100  million  --  all  without  voter  approval  as  re- 
quired by  the  Constitution  for  State  bonds. 

The  time  has  come  for  some  important  decisions. 
How  should  cost-of-living  increases  for  retirees  be 
funded?  What  place  should  be  given  to  Social  Security 
benefits  in  the  overall  benefit  plan?  To  continue 
unabated  the  present  retirement  program  funding 
practices  is  to  pave  the  way  for  a head-on  collision  bet- 
ween the  promised  benefits  and  the  State’s  ability  and 
willingness  to  pay.  I recommend  that: 


• first,  we  consolidate  and  reconstitute  the 
six  State  administered  retirement  systems 
into  two  systems  - one  for  all  employees  of 
the  State  and  one  system  for  all  employees 
of  local  governments  - with  the  same 


general  level  of  benefits  available  for  all 
employees,  and 

• second,  we  carefully  re-evaluate  the 
automatic  cost-of-living  increases  built  into 
the  current  statutes  for  retirees;  and  con- 
sider providing,  in  lieu  thereof,  that  said 
increases  shall  be  authorized  expressly  by 
the  General  Assembly,  in  the  same  manner 
and  to  the  same  extent  as  cost-of-living 
salary  increases  for  active  employees, 

- after  taking  into  account  the  cost-of- 
living  increases  otherwise  granted 
through  Social  Security,  and 
after  providing  that  any  un- 
distributed reserves  resulting  from 
the  system’s  (actuarial)  experience 
gains  each  year  shall  be  used  to 
reduce  that  system’s  unfunded 
liabilities. 


Highway  Finance: 

Notwithstanding  the  fact  that  the  State’s  gasoline 
taxes  were  raised  in  1981  from  9(1;  per  gallon  to  12(i;,  the 
problem  of  financing  highways  remains.  Adequate 
and  well  maintained  roads  and  highways  are  critical 
to  the  economic  well  being  of  the  people  of  North 
Carolina.  The  solution  is  clear:  either  more  revenues 
or  the  reallocation  of  existing  resources. 

The  rural  nature  of  the  State  and  the  wide  dispersal 
of  its  people  are  important  considerations  in  the 
evaluation  of  the  available  alternatives.  An 
unreasonable  tax  burden  will  unduly  influence  the 
economic  well  being  of  North  Carolinians.  A gasoline 
tax  increase,  standing  alone,  could  be  counter- 
productive. 

Fairly  or  unfairly,  there  is  the  belief: 


• that  too  large  a portion  of  highway 
revenues  is  being  expended  for  non- 
highway programs,  and  that 

• too  large  a portion  of  highway  revenues 
is  being  expended  for  administrative  and 
non-productive  purposes,  and  that 

• a larger  portion  of  high  way  construction 
and  maintenance  work  could  be  done 
more  effectively  by  private  enterprise  - at 
far  less  cost  to  the  taxpayers,  after  taking 
into  account  the  State’s  indirect  costs  and 
other  related  overhead  expenses  incurred 
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but  not  usually  reflected  in  the  policy  deci- 
sions of  the  Department  of  Transportation. 


There  are  significant  alternatives  available  to  the 
General  Assembly,  some  of  which  follow: 


• to  change  the  role  of  General  Assembly 
in  approving  Highway  Fund  expenditures, 
and  thus  provide  for  and  subject  all 
Highway  Fund  expenditures  - except 
monies  available  and  earmarked  for  con- 
struction via  private  contracts  --  to 
legislative  review  and  scrutiny  in  the  same 
manner  presently  provided  for  General 
Fund  expenditures,  (so  that  in  the  future, 
all  expenditures  for  salaries,  equipment 
and  administrative  expenses  woidd  be 
either  approved  or  disapproved  by  the 
General  Assembly,  depending  upon  their 
relative  priorities), 

• to  transfer  to  the  General  Fund  the  cost 
of  non-highway  programs  currently  in- 
cluded in  the  Highway  Fund,  as  deter- 
mined by  the  General  Assembly, 

• to  re-evaluate  present  exemptions  from 
the  gasoline  tax  and  license  fees,  (so  that  all 
highway  users  who  are  currently  exempt 
from  the  tax  will  be  noted  and  the  ap- 
propriateness of  their  exemptions  re- 
approved by  the  General  Assembly  in  light 
of  present  day  conditions  and  needs), 

• the  General  Fund  should  aid  the 
Highway  Fund,  since  the  General  Fund  is 
currently  the  recipient  of  all  sales  tax  pro- 
ceeds derived  from  the  sales  of  automobiles 
and  auto  repair  parts  and  accessories. 
Since  automobiles  are  sold  for  use  on  the 
highways,  the  question  is,  should  these  tax 
revenues  (or  their  equivalent)  be  treated 
differently  from  the  gasoline  tax? 

• to  institute  a policy  of  assessing  property 
owners  where  highway  improvements  im- 
mediately benefit  adjacent  properties, 
(following  a policy  that  has  been  standard 
procedure  for  cities  and  towns  for  many 
years), 

• to  re-evaluate  the  current  practices  of 
purchasing  rights-of-way  and  paying 


damages^’  to  adjacent  property  owners,  to 
recognize  that  highway  improvements  are 
more  often  than  not  economically 
beneficial  to  adjacent  property  owners, 
(which  is  to  suggest  that  within  applicable 
constitutional  standards  the  General 
Assembly  should  consider  prescribing  new 
and  different  legislative  standards  or 
criteria  for  awards  in  condemnation  pro- 
ceedings), 

• to  require  full  utilization  of  prison  labor 
in  highway  maintenance  programs,  to  pro- 
vide a useful  supplement  to  the  manpower 
now  available  and  to  offset  the  use  of  tax 
monies  otherwise  required  for  inmate  care. 


Equipment  Trust  Fund 
for  Community  Colleges: 

Equipment  for  instructional  purposes  at  the  State’s 
58  technical  and  community  colleges  is  an  item  to  be 
appropriately  considered  a recurring  expense  --  year 
after  year  --  and  not  a capital  expenditure  to  be  pro- 
vided occasionally  and  in  varying  amounts.  Equip- 
ment should  be  considered  in  the  same  category  as 
salaries  for  instructional  personnel. 

In  consequence  of  the  importance  of  modern  equip- 
ment for  instructional  purposes,  I recommend  that: 


• the  General  Assembly  create  an  equip- 
ment trust  fund  to  be  used  to  purchase  and 
maintain  instructional  equipment,  and  that 

• the  State  Board  of  Community  Colleges 
be  directed  to  establish  a schedule  of  stu- 
dent tuition  charges,  over  and  above 
regular  tuition,  designed  to  recover  the 
maintenance  expenses  of  the  equipment 
used  in  the  classrooms,  and  that  the  pro- 
ceeds be  deposited  to  the  institution’s 
equipment  trust  fund,  and  that 

• all  future  appropriations  by  the  General 
Assembly  for  instructional  equipment  be 
designated  for  the  equipment  trust  fund  of 
the  respective  institutions,  and  that 

• any  unexpended  appropriations  made 
by  the  General  Assembly  to  the  respective 
institutions  for  operations  or  otherwise) 
and  remaining  on  hand  at  year  end,  be 
permitted  to  remain  with  each  institution 
and  credited  to  that  institutions’s  equip- 
ment trust  fund,  and  that 
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• the  institutions  be  directed  to  sell  their 
surplus  equipment  to  other  institutions  or 
public  schools,  leaving  the  proceeds  of  the 
sale  to  be  credited  to  the  selling 
institution's  equipment  trust  fund. 


Public  Education: 

Public  education  probably  represents  the  single 
most  important  program  underwritten  from  State 
funds.  Dual  funding  by  the  State  and  the  counties  for 
public  schools  for  both  current  expenses  and  capital 
outlay  constitutes  the  basis  for  “over”  funding  in  some 
instances  and  “under”  funding  in  others,  all  of  which 
leads  to  inefficiency  and  confusion. 

The  State’s  present  practice  of  line-item  budgeting 
presumes  that  the  public  school  needs  in  the  100  coun- 
ties are  uniform;  it  also  inhibits  local  initiative  and 
thus  encourages  waste.  Local  school  officials  attest  to 
the  fact  that  they  could  reduce  their  financial  resource 
requirements  by  as  much  as  15%  to  20%  if  they  were 
not  tied  to  line-item  budgets  and  if  the  monies  ap- 
propriated but  unexpended  at  year  end  did  not  revert 
to  the  State’s  General  Fund.  I recommend  that: 


• the  General  Assembly  appropriate  for 
public  education  lump-sum  monies  based 
upon  pupil  attendance,  to  the  county  com- 
missioners of  the  100  counties,  and  that 

• the  General  Assembly  define  and  clarify 
the  purposes  for  which  State  funds  may  be 
expended  by  local  boards  of  education, 
and  that 

• the  General  Assembly  restrict  the 
amount  of  State  funds  which  may  he  ex- 
pended for  administrative  and  non- 
classroom purposes,  specifically  stating,  for 
example,  that  funds  appropriated  by  the 
General  Assembly  may  be  used  for  under- 
writing only  one  administrative  unit  per 
county,  and  that 

• the  public  school  laws  be  amended  to 
prohibit  the  use  of  county  funds  for  in- 
structional purposes  unless  and  until  the 
particular  county  has  adequately  met  the 
facility  needs  of  that  county ''s  school 
system(s). 


Added  Role  for  Schools  and  Colleges: 

Unemployment/Underemployment; 

Recreation: 

In  the  governmental  arena,  we  are  often  guilty  of 
over-stating  what  we  perceive  to  be  the  needs  of  peo- 
ple. Yet,  there  can  be  little  argument  that  people  who 
are  unemployed,  but  who  want  employment,  are  in  a 
dire  circumstance.  They  indeed  need  help.  Those  who 
are  employed  but  who  are  capable  of  performing  job 
tasks  at  a higher  level  of  production,  constitute  an  un- 
tapped resource.  Early  child  development  is  already  a 
stated  objective  of  our  public  schools  and  colleges. 

We  acknowledge  all  of  the  above  as  facts  --  and  still, 
we  continue  to  use  our  educational  facilities  and  in- 
structional programs  on  a “part-time”  basis. 

The  solution  to  some  of  these  problems  might  in- 
clude a few  well  targeted  employment  and  training 
programs,  already  available  and  at  our  finger  tips,  for 
the  kinds  of  people  “typically  left  behind.”  I recom- 
mend that: 


• all  educational  institutions  be  en- 
couraged to  become  familiar  with  and 
endeavor  to  respond  to  community  needs, 
by  adapting  extension  programs  to  the 
employment  conditions  and  opportunities 
peculiar  to  their  respective  attendance 
areas,  and  that 

• the  educational  institutions  of  this  State, 
public  and  private,  be  encouraged  or 
directed  by  the  General  Assembly  to 
develop  instructional  courses  and  pro- 
grams designed  to  teach  practical  and  vo- 
cational skills  to  the  unemployed,  and  that 

• the  State  Board  of  Education  be  directed 
to  study  the  granting  of  high  school 
diplomas  as  follows:  vocational  and 
academic,  and  that 

• the  public  schools,  through  the  State 
Board  of  Education,  be  directed  to  develop 
summer  vocational,  recreational  and 
enrichment  programs,  to  be  made 
available  to  students  in  neighborhood 
schools  on  an  optional  basis. 


Policy  for  Financing  Capital  Improvements: 

In  the  past  two  years,  several  legislative  proposals 
have  surfaced  for  financing  public  school  facilities, 
water  and  sewer  facilities,  instructional  equipment  for 
community  colleges  and  a multitude  of  other  items  of 
capital  improvement,  both  for  State  and  local  units  of 
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government.  The  proposals  included  State  bond  issues 
(of  $600  million  for  public  schools  and  $300  million  for 
clean  water  facilities)  and  a pay-as-you-go  let  sales  tax 
increase  on  a statewide  basis  with  built-in  restrictions 
designed  to  meet  the  objectives  of  the  two  State  bond 
issues. 

The  General  Assembly  deferred  action  on  each  of 
the  two  bond  issues  as  well  as  a Id;  “local  option”  sales 
tax  for  counties  and  cities. 

The  “State”  sales  tax  increase  of  l(t  recommended 
by  the  State  Board  of  Education  earmarked  the  addi- 
tional revenues  to  be  derived  (having  a statewide 
potential  of  $250  million  annually)  as  follows:  40%  , or 
$100  million  annually,  for  school  facilities  for  pay-as- 
you-build  construction;  20%  , or  $50  million  annually, 
for  clean  water  facilities;  and,  40%,  or  $100  million 
annually,  for  the  “New  Federalism”  needs  of  counties 
and  cities.  At  the  time  this  proposal  was  being  ad- 
vanced, principally  by  State  and  local  school  officials, 
the  majority  of  the  officials  of  counties  and  cities  were 
advocating  the  passage  of  a Id;  local  option  sales  tax 
bill  which  was  then  pending  in  the  Senate,  after  hav- 
ing passed  the  House  of  Representatives. 

What  the  actions  of  the  1981  and  1982  sessions  of 
the  General  Assembly  mean  in  effect  is  that  a policy 
for  underwriting  the  cost  of  capital  improvements. 
State  and  local,  is  yet  to  be  determined.  New  proposals 
will  have  to  be  advanced. 

In  today’s  bond  market,  to  borrow-and-spend  ver- 
sus pay-as-you-go  may  mean  paying  to  the  lender  as 
much  as  two  and  one-half  (2  1/2)  dollars  for  every 
dollar  borrowed.  As  a consequence,  the  pay-as-you-go 
route  would  appear  to  be  the  wise  choice. 

The  Id;  sales  tax  increase  recommended  by  the  State 
Board  of  Education  continues  to  have  merit.  Earmark- 
ing the  tax  proceeds  for  capital  improvements  — for 
public  schools,  clean  water  or  even  highways  — also 
has  merit. 

The  General  Assembly  is  now  faced  with  some  ma- 
jor policy  decisions.  Which  direction  is  the  best  direc- 
tion? There  are  many  and  varied  solutions,  to  be  sure, 
but  the  public  interests  will  be  better  served  if  and  to 
the  extent  that  the  General  Assembly  considers  the 
total  matter  of  capital  improvements  (for  public 
schools,  clean  water  and  highways)  as  a package.  The 
manner  in  which  the  General  Assembly  disposes  of  the 
two  major  but  different  proposals  for  the  extra  Id;  sales 
tax  will  likely  decide  the  issue  of  pay-as-you-go  versus 
borrow-and-spend.  The  decisions  made  will  have 
long-range  implications  — similar  in  many  respects  to 
the  decisions  which  had  to  be  made  in  the  early  1930’s. 

Drawing  upon  the  recommendation  of  the  Board  of 
Education  in  1981  but  recognizing  that  subsequent  to 
the  formulation  of  the  Board’s  proposal,  the  organiza- 
tions representing  counties  and  cities  seemed  to  favor 
the  “local  option”  sales  tax  (to  avoid  “earmarking”  of 
proceeds  and  to  accommodate  local  initiatives).  1 


recommend,  as  a viable  alternative  to  the  issuance  of 
bonds,  that: 


• the  General  Assembly  consider  increas- 
ing the  ’’"State”  sales  tax  levy  by  (to  4^), 
with  the  proceeds  earmarked  as  follows: 

-40%,  or  approximately  $100 
million  annually,  for  public  school 
facilities, 

-40%,  or  approximately  $100 
million  annualltj,  for  State  pick-up  of 
(a  higher  level  of)  instructional  ex- 
penses of  public  schools,  now  paid  by 
the  counties  but  which  arguably  con- 
stitute State  expenses  (as  mandated 
in  the  Constitution), 

- 20%,  or  approximately  $50  million 
annually,  to  he  deposited  to  a trust 
fund  for  capital  improvements,  as 
approved  by  the  General  Assembly, 
in  lieu  of  the  specific  purposes  for 
which  State  bonds  have  been  used  in 
previous  years  (e.g.  clean  water  and 
highways). 


Study  Functions  of  Banking  Commission 
and  Savings  & Loan  Commission: 

The  historical  distinction  between  the  commercial 
banking  business  and  the  savings  and  loan  industry  has 
practically  disappeared.  In  the  eyes  of  the  public,  they 
are  all  financial  institutions  offering  similar  or  iden- 
tical services.  Theoretically  and  conceptually,  the 
regulatory  process  should  be  made  uniform  and  stan- 
dardized if  these  institutions  (including  credit  unions) 
are  to  compete  fairly  and  equitably.  The  activities  and 
functions  of  one  institution  usually  have  impact  on  all 
other  institutions.  I recommend  that: 


• the  regulatory  and  supervisory  respon- 
sibilities of  the  Banking  Commission  and 
the  Savings  and  Loan  Commission,  as 
these  relate  to  State  chartered  financial  in- 
stitutions, including  credit  unions,  be 
studied  to  determine  whether  the  functions 
should  be  made  uniform  or  combined 
under  one  regulatory  commission,  and  that 

• the  State  and  local  tax  levies  (including 
intangibles  taxes  on  customer  deposits)  ap- 
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plicable  to  banks,  savings  and  loan  associa- 
tions and  credit  unions  be  made  uniform. 


Insurance  — Fire  and  Casualty: 

The  State  is  said  to  be  self-insured  in  two  important 
areas  — in  state-owned  buildings  and  public  schools. 

The  State  Property  Fire  Insurance  Fund  was 
created  by  the  General  Assembly  in  1945.  This  special 
fund,  which  is  administered  by  the  Insurance  Com- 
missioner, is  for  the  purpose  of  providing  a reserve 
against  loss  from  fire  and  other  hazards.  State  depart- 
ments, institutions  and  agencies  are  charged  annual 
premiums  in  accordance  with  rates  fixed  by  the  Com- 
missioner. The  Commissioner  is  authorized  to  pur- 
chase reinsurance  to  protect  the  Fund  against  loss  on 
any  one  building  in  excess  of  $1  million.  The  unen- 
cumbered balance  in  the  Fund  at  June  30,  1982,  to- 
taled almost  $12  million.  Insurance  in  force  is  in  excess 
of  $2.8  billion,  with  some  $1.8  being  on  the  fire  rein- 
surance schedule. 

The  Public  School  Insurance  Fund,  the  use  of  which 
is  optional  to  local  school  units  and  community  col- 
leges, was  first  created  by  the  General  Assembly  in 
1949.  This  special  fund  is  administered  by  the  State 
Board  of  Education.  The  Board  is  authorized  to  pur- 
chase reinsurance  on  those  properties  insured  by  the 
Fund.  The  unencumbered  balance  in  the  Fund  at  June 
30,  1982,  totaled  almost  $19  million.  Insurance  in 
force  is  in  excess  of  $2.5  billion.  Some  119  participants 
are  involved. 

The  accelerating  growth  of  State  government  dur- 
ing the  previous  two  decades  has  prompted  a signifi- 
cant expansion  of  public  facilities  and  services.  While 
all  departments,  institutions  and  agencies,  including 
public  schools  and  community  colleges,  have  some 
form  of  insurance  coverage,  it  cannot  be  assumed  that 
such  coverage  is  either  uniform  or  adequate. 

Insurance  planning,  being  only  one  phase  of  risk 
mangement,  involves  much  more  than  the  routine 
purchase  of  insurance  and  more  than  the  prevention  of 
losses.  Stated  simply,  it  involves  a larger  process  of 
maintaining  continuity  of  services. 

Recognizing  the  complexity  and  importance  of  the 
problems  associated  with  self-insurance,  and  recogniz- 
ing also  that  professional  management  and  oversight  is 
vital  to  the  assumption  of  risk,  I recommend  that: 


• the  General  Assembly  initiate  studies 
calling  for  an  inventory  of  State  owned 
properties,  including  public  school  and 
community  college  facilities,  and  that 

• the  General  Assembly  reevaluate  the 
State’s  current  practices  involving  risk 


management  and  determine  to  what  ex- 
tent the  policies  regarding  reinsurance 
should  be  modified  or  revised  and  to  what 
extent  the  management  of  all  fire  and 
casualty  insurance  programs  should  be 
consolidated  for  purposes  of  coordination 
and  economies  of  measure. 


Trends  in  Budgeting 

The  balanced  budget  is  said  to  be  a way  of  life  in 
North  Carolina  — first,  following  a decree  by  the 
General  Assembly,  as  contained  in  the  Executive 
Budget  Act  of  1925,  as  advocated  by  Governor 
McLean,  and  later,  by  virtue  of  a constitutional 
amendment  approved  by  the  voters  in  1977.  While 
most  people  believed  in  1977  that  the  constitutional 
amendment  was  unnecessary  — given  the  State’s  past 
history  — the  amendment’s  sponsor.  Representative 
John  R.  Gamble  of  Lincoln  County,  argued  rather 
persuasively  that  the  balanced  budget  concept  should 
be  imbedded  in  the  Constitution,  so  that  there  could 
be  no  question  about  its  future. 

The  wording  of  the  constitutional  provision  is  broad 
enough  to  permit  the  General  Assembly  to  count  as 
resources,  in  addition  to  annual  tax  revenues,  any 
funds  anticipated  from  unencumbered  balances 
brought  forward  from  the  previous  biennium  and 
from  borrowed  monies  obtained  from  the  sale  of 
bonds. 

What  this  means  is  that  the  General  Assembly  can 
use  “windfalls”  in  the  form  of  non-recurring  resources 
to  underwrite  the  cost  of  current  and  recurring  ex- 
penses. Eor  periods  in  which  the  State  experiences  in- 
creasing revenues  this  practice  does  not  do  serious 
harm,  but  its  evils  are  dramatized  when  revenues  fail 
to  grow  in  sufficient  amounts  to  cover  the  “over”  ap- 
propriations. A more  conservative  philosophy  would 
limit  the  current  expense  appropriations  for  the  bien- 
nium to  an  amount  not  to  exceed  the  recurring 
revenues  anticipated  during  the  same  period.  The  end 
result  would  mean  applying  the  credit  balances 
(“surpluses”)  on  hand  at  the  end  of  the  biennium  to 
items  classified  as  “capital”  and  non-recurring.  Essen- 
tially, it  could  mean  “pay-as-you-go”  for  new  school 
buildings,  hospitals,  community  colleges  and  new 
highways;  or,  possibly,  an  occasional  rebate  to  the  tax- 
payers. 
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The  Past  6 Years: 

Utilization  of  General  Fund  Credit  Balances 

Its  Application 
(Legislative  Authorizations) 
Fiscal  Year  Current 

Ending  Actual  Expense 

June  30  Credit  Balance  Appropriations  Capital  Outlay 


1982  (E)  $108,500,000(3' 

$ 42,700,000(0 

$ 65,800,000(2) 

1981 

154,626,903 

124,399,224 

30,214,648 

1980 

284,968,657 

174,368,956 

103,807,712 

1979 

187,578,208 

74,544,111 

84,378,719 

1978 

184,951,573 

58,779,011 

126,008,818 

1977 

150,882,006 

89,826,024 

31,332,626 

Footnotes: 

(1)  The  amounts  in  this  column  represent  the  extent  to  which  current  expense  appropria- 
tions were  estimated  to  exceed  current  revenues  at  the  time  the  budgets  were  adopted 
by  the  General  Assembly. 

(2)  The  amounts  in  this  colujnn  reflect  the  authorizations  for  capital  outlay,  according  to 
the  year  of  legislative  approval. 

(3)  The  difference  between  the  amount  appearing  in  this  column  and  the  sum  of  columns 
(1)  and  (2)  represents  the  amount  of  funds  available  but  not  appropriated  (and  thus  car- 
ried forward  to  the  next  fiscal  year). 

Triple-A  Credit  Rating  — Cherished  Treasure: 

North  Carolina’s  triple-A  national  credit  rating  was 
long  in  coming  — not  until  1960,  almost  thirty  years 
after  the  Great  Depression  --  well  after  the  General 
Assembly  had  demonstrated  over  and  over  its  commit- 
ment and  dedication  to  the  concept  of  a balanced 
budget. 

The  Triple-A  rating  refers  to  the  bonds  (in- 
debtedness) of  a state  with  the  “best  quality,  carrying 
the  smallest  degree  of  investment  risk.”  The  system  of 
ratings  is  applied  to  the  fiscal  history  and  economic 
data  of  each  state.  While  many  of  the  factors  con- 
sidered revolve  around  the  past  — the  state’s  debt  pay- 
ing ability,  its  debt  trend  and  the  extent  of  the  taxing 
power  and  other  resources  behind  the  debt  outstan- 
ding — much  consideration  is  given  to  the  attitude  and 
character  of  its  people  and  their  insistence  upon  ac- 
countability in  government. 

The  history  of  the  public  debt  of  North  Carolina  is 
in  reality  a commentary  on  the  efforts  of  our  General 
Assemblies  through  the  years  to  provide  essential  ser- 
vices for  the  people,  such  as  schools,  roads,  hospitals 
and  clean  water,  but  it  also  attests  to  the  fact  that  we 
have  managed  our  debt  well,  kept  a balanced  budget 
and,  for  more  than  half  a century,  have  based  our 
governmental  operations  on  sound  business  principles. 

Stability  goes  to  the  heart  of  character.  “In  North 
Carolina,  we  have  made  a habit  of  good  government!” 

North  Carolina  indeed  has  risen  to  a position  of 
outstanding,  dynamic  leadership  but  with  this  leader- 
ship goes  responsibility.  Our  taxpayers  and  our  bond- 
holders have  every  right  to  insist  upon  management  of 
the  “best  quality.” 


Quality  credit  ratings  are  difficult  to  come  by  but, 
to  be  sure,  very  easy  to  lose.  North  Carolina  is  one  of 
only  14  states  currently  enjoying  the  triple-A  status  — 
that’s  why  it’s  a “cherished  treasure.” 

Conclusion : 

The  opportunities  for  improving  the  Staten's 
financial  resources  through  economies  of  opera- 
tion are  plentiful,  and  any  attempt  to  sum- 
marize particular  areas  for  emphasis  can  only 
reflect  the  priorities  of  the  reviewer.  As  a conse- 
quence, my  objective  has  been  to  initiate  a 
discussion  of  these  particular  issues  in  the  belief 
that  full  and  open  discussion  will  in  fact  bear 
fruit  and  lead,  possibly,  to  solving  issues  of  con- 
cern to  others. 

Table  of  Organization 
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Investment  and 
Banking  Division 


The  Investment  and  Banking  Division  is  organized 
to  carry  out  three  of  the  State  Treasurer’s  primary 
functions: 

1.  Acting  as  the  State’s  Banker  in  receiving  and 
disbursing  all  State  monies. 

2.  Administering  the  State’s  Cash  Management 
and  Trust  Fund  Programs  as  custodian  and  in- 
vestment officer. 

3.  Arranging  for  the  prompt  payment  of  prin- 
cipal and  interest  on  the  State’s  general  obliga- 
tion debt  as  it  matures. 

These  functions  are  both  constitutional  and 
statutory  in  origin. 

Table  of  Organization 


1.  Investment 

Accounting 

2.  Bank  Accounting 

3.  Budgetary 

Accounting 


1 . Process  Bank 

Clearings 

2.  Input  to  Cash 

Management 

Process 

3.  Maintain  Disburs- 

ing Accounts 
and  Render 
Statements  with 
Canceled  War- 
rants to  State 
Agencies  for 
Reconcilement. 


1.  Liquid  Asset 

Fund 

2.  Short-term  Invest- 

ment Fund 

3.  Long-term  Invest- 

ment Fund 

4.  Equity  Investment 

Fund 

5.  Funding  for  State 

Debt 


1.  Receive  and  Dis- 

burse State 
Funds 

2.  Process  Invest- 

ment Trans- 
actions and 
Bank  Fund 
Transfers 

3.  Monitor  Custody 

Bank  Relation- 
ships 

4.  Maintain  and 

Monitor  State 
Collateral  Pool 


Highlights 

• Cash  Management  assets  at  June  30,  1982,  totaled 
$1.6  billion.  Earnings  reached  $189  million,  an  all-time 
high. 

• Trust  Fund  assets  at  June  30,  1982,  totaled  $5.9 
billion,  with  a weighted  average  yield  of  9.72%  , an  in- 
crease of  70  basis  points  over  the  previous  year. 

• Liquid  Asset  Fund  established  pursuant  to  legislation, 
to  serve  the  investment  needs  of  the  State,  local  units  of 
government  and  other  public  entities. 

• Cash  Concentration  procedures  extended  to  all  Raleigh 
clearing  banks,  eliminating  the  delay  in  receiving  and  in- 
vesting State  funds. 

• Collateral  Pool  for  public  deposits  of  State  and  local 
governmental  agencies  made  available  to  community 
colleges,  school  administrative  units  and  ABC  boards. 

• On-line  Accounting  System  for  bank  and  budgetary 
ledgers  established. 

• New  Disbursing  Accounts  established  for  local  school 
units,  to  enhance  accounting  control  and  cash  manage- 
ment. 

• Warrants  processed  reached  the  highest  volume,  over 
$13.1  billion,  in  the  history  of  the  Department. 

Modernization  of  Investment  Management 
and  Investment  Operations,  1977-1982 

The  Cash  Management  and  Trust  Fund  investment 
programs  have  a long  and  rich  history,  beginning  with 
the  establishment  of  the  public  employee  pension 
plans  in  1941,  followed  by  the  enactment  in  1949  of 
legislation  authorizing  investment  of  the  State’s  tem- 
porarily idle  funds.  Market  conditions,  of  course, 
dominate  the  results  of  such  programs;  nonetheless, 
progressive  and  professional  management  can  make  a 
difference  in  performance.  The  actions  taken  by  the 
Department  of  State  Treasurer  in  recent  years,  as 
described  below,  form  a solid  foundation  for  future 
achievement. 

In  1977,  three  factors  came  together  which  seriously 
affected  the  various  investment  programs  of  the  State: 

- Total  investments  under  management  were  ap- 
proaching four  billion  dollars, 

- The  investment  environment  was  becoming  less 
stable,  due  to  rising  inflation,  particularly  im- 
pacting prices  and  yields  for  fixed-income  in- 
vestments, and 

- The  needs  of  the  State  for  increased  income  from 
all  sources  were  mounting. 
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As  these  factors  become  more  evident  during  the 
1976-1977  fiscal  year,  the  State  Treasurer’s  plans  to 
modernize  and  enhance  the  Cash  Management  and 
Trust  Fund  investment  programs  were  placed  on  a 
very  high  priority  basis.  These  plans  were  concen- 
trated on  three  areas; 

1 . Modernization  of  the  State’s  investment  statutes; 

2.  Improving  investment  accounting,  particularly 
the  reporting  capacity;  and 

3.  Speeding  up  the  availability  of  information  on 
bank  deposits  made  by  State  agencies,  in  order  to 
reduce  bank  balances  and  earn  increased  invest- 
ment income  on  the  additional  monies. 
Modernization  of  the  investment  laws:  Following 

suggestions  made  by  the  State  Treasurer,  the  General 
Assembly  in  its  1979  Session  completely  rewrote  the  in- 
vestment laws  of  the  State.  Basically,  the  rewritten 
laws  did  not  change  the  eligible  investments  greatly, 
but  did  simplify  them  by  combining  fourteen  separate 
statutes  into  one,  and  permitted  operational 
simplification  by  authorizing  the  use  of  investment 
pools  for  all  trust  funds  and  State  monies.  Again  in 
1981,  at  the  suggestion  of  the  State  Treasurer,  the 
General  Assembly  authorized  the  addition  of  commer- 
cial paper  and  banker’s  acceptances  as  eligible  in- 
vestments. It  also  authorized  the  State  Treasurer  to  in- 
vest funds  for  local  units  of  government,  including 
counties,  cities  and  towns,  school  administrative  units, 
and  ABG  Boards  and  community  colleges,  as  well  as 
public  authorities,  boards  and  commissions. 

Improving  investment  accounting:  During  the 
1976-77  fiscal  year,  the  accounting  for  marketable 
fixed-income  securities  was  automated,  using  an  adap- 
tation of  a system  obtained  from  a sister  state.  With 
the  1979  legislative  authorization,  all  investments 
were  consolidated  into  three  investment  pools.  (A 
fourth  pool  was  added  in  February,  1982.)  The  pool- 
ing of  investments  alone  reduced  the  amount  of  inter- 
nal paperwork  required  by  over  two- thirds.  Beginning 
in  1980,  further  planning  and  design  work  looking 
toward  full  automation  of  the  entire  investment  ac- 
counting system  was  undertaken.  This  work 
culminated  in  a contract  for  the  purchase  of  a 
perpetual  license  on  an  existing  proprietary  accoun- 
ting system.  With  the  adaptations  necessary  to  fit  our 
special  circumstances,  implementation  of  this  system 
will  begin  in  the  winter  of  1982-83,  and  will  be  com- 
pleted within  six  months. 

Increasing  the  availability  of  investable  funds: 
Beginning  with  an  analysis  to  determine  the  major 
depositors  of  State  funds,  followed  by  meetings  with 
these  agencies  to  assist  them  in  speeding  up  their  bank 
deposit  and  notification  procedures,  the  Division  has 
continued  to  make  progress  in  the  availability  of  funds 
for  investment.  Our  present  system  is  now  designed  to 
notify  Investment  Management  of  the  total  available 
balances,  disbursing  requirements  and  deposits  for  the 


day  by  10:30  a. m.  This  permits  the  investment  of  near- 
ly 100%  of  the  “excess”  cash  balances  of  that  day.  A 
large  proportion  of  this  “excess”  cash  balance  is  in- 
vested in  overnight  repurchase  agreements  so  that  the 
liquidity  standards  can  be  met.  Beginning  in  1980,  use 
of  bank  facilities  for  centralizing  all  statewide  deposits 
into  the  clearing  accounts  in  Raleigh  was  initiated. 
This  process  eliminated  one  to  two  days  of 
nonavailability  of  funds  deposited  outside  of  Raleigh. 
During  this  period,  we  also  began  clearing  inter-  and 
intra-fund  payments  internally,  rather  than  through 
the  banking  system,  additionally  increasing  the 
availability  of  investable  funds. 

All  of  these  activities,  many  small  in  themselves  but 
together  quite  significant,  will  mean  that  by  June  30, 
1983  we  should  have  one  of  the  most  sophisticated  and 
cost-efficient  Gash  Management  and  Trust  Fund  in- 
vestment systems  in  the  nation.  The  benefits  to  be 
derived  can  already  be  seen  over  the  past  several  years: 
increased  earnings  on  “excess”  cash  balances, 
availability  of  better  management  techniques  for  the 
Trust  funds  and  containment  of  expenses  in  the 
clerical  and  administrative  areas.  The  cost  has  been 
very  low.  The  1981-82  budgetary  expenditures  for  the 
Division  of  Investment  and  Banking  as  a whole  was 
about  two-tenths  of  one  percent  of  the  total  income 
before  expenses  earned  by  the  Division  on  behalf  of  the 
State  and  the  various  Trust  Funds.  An  unquantifiable 
benefit  will  also  be  derived:  better  reporting  internally 
and  externally  - not  only  to  Investment  Management, 
but  also  to  the  General  Assembly  and  to  the 
beneficiaries  of  the  Trust  Funds. 

Basic  Functions 

Acting  as  the  Staten’s  Banker 

North  Garolina  utilizes  a warrant  system  to  disburse 
funds.  Under  this  system,  the  State  Treasurer  performs 
the  function  of  a commercial  bank  for  State  agencies, 
departments  and  institutions.  The  advantage  of  the 
warrant  system  is  that  the  banker’s  “float”,  and  the 
earnings  thereon,  are  captured  for  the  State. 

Receiving  State  Monies  — The  General  Assembly  of 
North  Garolina  has  provided  the  State  with  a cen- 
tralized system  for  receiving  and  disbursing  State 
monies.  Under  this  system,  all  revenues  collected  by  an 
agency,  department  or  institution  on  behalf  of  the 
State  must  be  deposited  daily  to  the  account  of  the 
State  Treasurer,  in  a bank  designated  by  him  for  that 
purpose.  A companion  provision  requires  that  the 
Treasurer  be  notified  promptly  of  such  deposits.  This 
procedure  assures  that  the  State  itself  will  be  the 
primary  beneficiary  of  the  flow  of  funds  through  its 
bank  accounts  in  the  course  of  conducting  State 
business. 

Disbursing  State  Monies  — Since  North  Garolina 
does  not  maintain  checking  accounts  through  which  to 
pay  its  obligations,  the  Treasurer  acts  as  banker  for  the 
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various  agencies,  departments  and  institutions  of  the 
State  as  they  disburse  authorized  monies.  Accounts  are 
maintained  for  each,  much  as  a commercial  bank 
maintains  accounts  for  its  customers,  with  the 
balances  established  by  legislative  action.  In  order  to 
disburse  funds  to  meet  a valid  obligation,  a warrant  is 
drawn  on  the  State  Treasurer  in  payment.  These  war- 
rants are  processed  through  the  commercial  banking 
system  by  the  recipients,  ultimately  being  presented  to 
the  Bank  Clearing  Section  of  the  Division  for  pay- 
ment. The  validity  of  each  warrant  is  determined 
before  it  is  charged  against  the  account  of  the  issuing 
agency,  department  or  institution.  The  presenting 
bank  is  reimbursed  through  the  Treasurer’s  central 
clearing  accounts,  which  are  maintained  in  various 
Raleigh  banks  for  this  express  purpose.  In  Fiscal  Year 
1981-82,  15.4  million  warrants,  with  a face  value  of 
over  $13.1  billion,  were  processed  by  the  Bank  Clear- 
ing Section. 

Administering  the  State’s  Cash  Management 
and  Trust  Fund  Investment  Programs 

The  Treasurer  is  the  State’s  chief  investment  officer. 
As  such,  he  is  directed  to  “establish,  maintain,  ad- 
minister, manage  and  operate’’  investment  programs, 
pursuant  to  the  applicable  statutes  for  the  funds 
deposited  with  the  Department.  In  so  doing,  the  State 
Treasurer  “shall  have  full  power  as  a fiduciary’’  and 
shall  manage  the  investment  programs  so  that  the 
assets  “may  be  readily  converted  into  cash  when 
needed.’’ 

Investment  Objective  — The  objective  for  all  in- 
vestment programs  is  to  achieve  the  highest  yield  con- 
sistent with  safety  of  principal.  Prudence  in  discharg- 
ing this  fiduciary  obligation  requires  that  all  in- 
vestments be  reviewed  constantly,  so  that  oppor- 
tunities in  the  secondary  markets  to  improve  the  quali- 
ty and/or  the  yield  are  not  overlooked. 

Operating  Policy  — In  conducting  the  activities  of 
the  Investment  and  Banking  Division,  it  is  the 
Treasurer’s  policy  to  do  business  within  the  State  of 
North  Carolina,  whenever  it  can  be  done  at  no  disad- 
vantage to  the  Cash  Management  or  the  Trust  Fund 
Programs.  As  an  example,  whenever  either  program 
participates  as  a buyer  in  an  underwriting  of 
securities,  equity  or  fixed  income,  purchases  have 
always  been  allocated  among  the  known  in-State 
underwriters.  Further,  the  Investment  and  Banking 
Division  has  sought  out  opportunities  within  the  State 
which  would  provide  both  competitive  market  returns 
to  the  investment  programs  and  cash  infusions  to 
North  Carolina  businesses  and  industries.  These  efforts 
ultimately  benefit  the  retired  and  active  pension  fund 
members,  the  taxpayers  and  the  general  population  of 
the  State  of  North  Carolina  through  a strengthened 
economy. 


The  Cash  Management  Program 

In  order  to  mobilize  statewide  receipts,  the  Accoun- 
ting Section  of  the  Division  daily  transfers  into  the 
Raleigh  central  clearing  accounts  monies  deposited 
throughout  the  State  in  the  designated  collection  ac- 
counts. By  this  process  of  concentration,  funds  which 
have  little  impact  when  scattered  around  the  State 
become  an  important  potential  source  of  non-tax 
revenue.  The  Division  computes  daily  the  excess  cash 
which  is  available  for  investment,  a figure  derived 
from  the  ending  balances  of  the  previous  day,  plus  or 
minus  the  net  difference  between  the  certified  deposits 
and  the  disbursing  warrants  for  the  current  day.  This 
excess  cash  in  the  State  Treasurer’s  central  clearing  ac- 
counts is  then  invested  in  highly  liquid,  short-term 
securities,  as  authorized  by  statute. 

Because  the  Treasurer’s  cash  balances  are  ultimately 
subject  to  disbursement  upon  presentation  of  valid 
warrants,  the  primary  considerations  in  making  in- 
vestments are  safety  and  liquidity;  the  secondary  con- 
sideration is  income.  Nevertheless,  revenues  from  the 
Cash  Management  Program  reached  an  all-time  high 
of  over  $189  million  in  the  fiscal  year  ended  June  30, 
1982.  Of  this  total,  $115.7  million  was  earned  for  the 
General  Fund  — its  largest  source  of  non-tax  revenue, 
and  fifth  largest  source  of  all  revenues,  tax  and  non- 
tax. 

The  invested  assets  of  the  Cash  Management  Pro- 
gram fluctuated  between  $1.4  billion  and  $1.7  billion 
during  the  fiscal  year.  However,  despite  the  constant 
income  and  outgo  of  funds,  there  is  a determinable 
amount  or  “core”  of  deposits  in  the  Treasurer’s  cash 
balances  which  does  not  fluctuate  materially.  A 
reasonable  portion  of  this  core  thus  can  be  safely  in- 
vested in  Certificates  of  Deposit  and  Savings  Cer- 
tificates issued  by  North  Carolina  banks  and  savings 
and  loan  associations,  although  such  instruments  are 
not  strictly  “highly  liquid”.  As  of  June  30,  $231.7 
million  was  invested  in  these  North  Carolina  financial 
institutions. 

In  accordance  with  statutory  restrictions  and  ad- 
ministrative rules,  these  organizations  may  request 
funds  subject  to  availablity.  The  Treasurer  sets  the  in- 
terest rate,  which  by  State  law  may  not  be  less  than  the 
return  available  in  the  market  on  U.  S.  Government 
and/or  Agency  securities  of  comparable  maturity. 
Current  practice  is  to  purchase  such  certificates  with  a 
term  of  six  months,  and  to  schedule  maturities  weekly, 
in  order  to  afford  a measure  of  liquidity.  Chart  I in- 
dicates the  fluctuation  in  interest  rates  on  Certificates 
of  Deposit  and  Savings  Certificates  during  the  fiscal 
year. 
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Chart  1 

INTEREST  RATES 
ON  CERTIEICATES  OE  DEPOSIT 
AND  SAVINGS  CERTIEICATES 
July  1,  1981  - June  30,  1982 


Rate  ( % ) Effective  Date  Rate  ( % ) Effective  Date 


16 

6-23-81 

14  3/4 

1-26-82 

16  3/8 

7-07-81 

15 

2-02-82 

17  7/8 

7-21-81 

15  1/2 

2-09-82 

18  1/4 

8-04-81 

16 

2-16-82 

18 

8-11-81 

14  1/2 

2-23-82 

18  1/4 

8-18-81 

14  1/8 

3-02-82 

18  1/2 

8-25-81 

13  1/2 

3-09-82 

18  1/4 

9-01-81 

14 

3-16-82 

17 

9-15-81 

13  3/4 

3-23-82 

16  1/2 

9-22-81 

14  1/2 

3-30-82 

16  1/8 

10-06-81 

14  1/8 

4-06-82 

15  1/8 

10-13-81 

13  7/8 

4-20-82 

14  3/4 

10-20-81 

13  5/8 

4-27-82 

15  1/8 

10-27-81 

13  7/8 

5-04-82 

12  3/4 

11-10-81 

13  5/8 

5-11-82 

11  7/8 

11-17-81 

13 

5-25-82 

12  1/2 

12-15-81 

12  7/8 

6-01-82 

13  1/4 

12-29-81 

13  3/4 

6-08-82 

13  1/2 

12-31-81 

14  1/2 

6-22-82 

13  3/4 

1-12-82 

15 

6-29-82 

14 

1-19-82 

The  Trust  Fund  Investment  Program 

The  Trust  Funds  are  composed  principally  of  the 
holdings  of  seven  Retirement  Systems,  the  largest  three 
being  the  Teachers’  and  State  Employees’  Retirement 
System,  the  Local  Governmental  Employees’  Retire- 
ment System  and  the  Law  Enforcement  Officers’ 
benefit  and  Retirement  Fund.  To  the  Retirement 
Systems  belong  more  than  98%  of  all  the  trust  assets 
under  management. 

The  Retirement  Systems’  investment  integrity  is 
held  inviolate  by  Article  V,  Section  6 of  the  North 
Carolina  Constitution,  which  provides  that  Retire- 
ment System  funds  shall  not  be  used  “for  any  purpose 
other  than  retirement  system  benefits  and  purposes, 
administrative  expenses  and  refunds.’’  It  further  states 
that  such  funds  “shall  not  be  applied,  diverted,  loaned 
to,  or  used  by  the  State,  any  State  agency.  State  of- 
ficer, public  officer,  or  public  employee.’’ 

In  addition  to  the  Trust  Funds  of  the  Retirement 
Systems,  eleven  other  Trust  Funds  are  managed,  in- 
cluding the  Employee  Death  Renefit  Fund,  the 
Employee  Disability  Fund,  the  State  Treasurer’s 
Escheat  Fund,  the  State  Property  Fire  Insurance 


Fund,  various  Educational  Trust  Funds,  the 
Workmen’s  Compensation  Funds,  the  Wildlife  En- 
dowment Fund  and  the  Insured  Student  Loan  Pro- 
gram. 

Trust  Fund  assets  under  management  reached  a 
total  of  $5.9  billion  on  June  30,  1982.  The  composite 
average  annualized  yield  rose  to  9.72%,  up  70  basis 
points  from  9.02%  a year  earlier.  By  contrast,  on  June 
30,  1977,  the  yield  was  6.89%  , indicating  that  the  rate 
of  return  has  increased  41  % over  the  five-year  period. 
Charts  2 and  3 show  the  Invested  Funds  and  the  Rate 
of  Return  since  1977. 

TRUST  FUND  INVESTMENTS 


Billions  of  Chart  2 

Dollars  Invested  Funds 

At  June  30, 
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Chart  4 


The  investment  objeetives  of  both  the  Cash 
Management  and  the  Trust  Fund  Programs  are 
achieved  through  participation  in  one  or  more  invest- 
ment funds  or  “pools”  established  by  the  Treasurer  as 
authorized  by  State  law.  These  are: 

The  Liquid  Asset  Fund 
The  Short-term  Investment  Fund 
The  Long-term  Investment  Fund 
The  Equity  Investment  Fund 

The  Cash  Management  Program,  because  of  its 
primary  need  for  safety  and  liquidity,  is  totally  in- 
vested in  the  Short-term  Fund.  Also  participating  are 
the  cash  balances  of  the  three  other  Investment  Funds, 
Liquid  Asset,  Long-term,  and  Equity.  Thus,  all  cash 
in  any  fund  under  the  Treasurer’s  management  is 
always  fully  invested. 

The  Trust  Fund  Investment  Program  participates  in 
all  four  pools,  in  accordance  with  the  needs  and 
statutory  authority  of  the  individual  funds.  Every  trust 
account,  large  or  small,  thus  has  access  to  all  of  the  in- 
vestment opportunities  available.  The  cost  of  the  in- 
vestment management  function  is  shared  equitably,  in 
the  ratio  of  each  fund’s  participation. 

Charts  4 and  5 demonstrate  the  Distribution  of  In- 
vestments by  Funds  and  by  Source  of  Assets. 
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Charts 

$ Billions 

DISTRIBUTION  BY  SOURCE  OF  ASSETS 


General  & 
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Retirement  System 


Investment  Activity 

Liquid  Asset  Fund  — Beginning  in  1979,  the 
Legislature  directed  that  certain  University  System 
funds  be  deposited  with  the  Treasurer  and  credited 
with  investment  earnings.  The  Short-term  Investment 
Fund,  although  dominated  by  the  General  and 
Highway  Funds,  provided  a proper  investment  vehicle 
for  this  purpose.  Further  amendments  to  the  basic  in- 
vestment law  in  1981  also  permitted  “any  official, 
board,  commission,  other  public  authority,  local 
government,  school  administrative  unit,  local  ABC 
board,  or  community  college”  to  deposit  specified 
funds  with  the  Treasurer  for  investment.  In  order  bet- 
ter to  serve  the  investment  needs  of  these  entities,  and 
to  broaden  the  alternatives  available  to  other  par- 
ticipants, the  Liquid  Asset  Fund  was  established  and 
began  receiving  deposits  in  February,  1982.  By  June 
30,  1982,  it  had  grown  to  $77.1  million  in  assets  and 
had  produced  $2.8  million  in  income  for  its  par- 
ticipants. The  average  annualized  rate  of  return  since 
inception  equaled  14.13% . 

The  Liquid  Asset  Fund  is  a daily  income  fund  with 
the  majority  of  its  assets  invested  in  overnight  repur- 
chase agreements.  Funds  deposited  before  10:00  A.M. 
earn  interest  for  the  day,  and  funds  may  be  withdrawn 
at  par  on  24-hours  notice.  Eligible  participants  may 
use  the  Fund  in  conjunction  with  an  account  in  the 
Short-term  Fund,  which  credits  them  with  earnings 
once  a month  on  the  basis  of  average  daily  balances. 
Since  monies  may  be  transferred  between  the  Liquid 
Asset  and  Short-term  Funds,  and  warrants  may  be 
drawn  on  the  Short-term  Fund,  use  of  the  two  Funds 
together  results  in  a true  “zero  balance”  checking  ac- 
count with  earnings  on  the  “float”  accruing  to  the  par- 
ticipant. 

Short-term  Investment  Fund  - Earnings  of  over 
$189  million  for  the  year  on  average  assets  of  $1.6 
billion  were  divided  as  follows: 


General  Fund $115,671,991 

Highway  Fund 21,107,337 

Retirement  Systems 8,046,434 

Various  Special  and  Trust  Funds  ..  . 44,176^059 


$189,001,821 

These  earnings  represent  an  average  annualized 
rate  of  return  of  12.76%  , compared  to  10.94%  a year 
earlier.  During  the  year,  97  % of  available  funds  were 
invested  at  all  times,  with  an  average  maturity  of  two 
years. 

Short-term  monies  invested  in  Certificates  of 
Deposit  and  Savings  Certificates  issued  by  North 
Carolina  banks  and  savings  and  loan  associations 
ranged  from  a low  of  $181.4  million  to  a high  of 
$231.7  million,  as  416  certificates  were  renewed,  103 
certificates  issued  and  93  certificates  paid  off.  Tran- 
sactions in  other  investments  for  the  Short-term  Fund, 
principally  U.  S.  Treasury  and  Agency  securities  and 
repo  agreements  based  on  such  securities,  were  as 
follows: 
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Securities  Purchased 
or  Exchanged  .... 
Repurchase  Agree- 
ments Executed  . . . 


Number  of 


T ransactions 

Par  Value 

475 

$ 3,154,930,000 

1,586 

79,836,224,000 

2,061 

$82,991,154,000 

Beginning  in  1981,  Bankers’  Acceptances  and  Com- 
mercial Paper  in  the  highest  quality  ratings  became 
eligible  investments  for  the  Short-term  Fund.  After  ad- 
ding administratively  to  the  definitions  of  the  quality 
standards  for  both,  a portfolio  approaching  $150 
million  was  acquired,  increasing  the  diversification 
and  earnings  potential  of  the  Fund.  Charts  6 and  7 
show  the  Average  Balance  and  the  Earnings  of  the 
Fund. 


SHORT-TERM  INVESTMENT  FUND 


Chart  6 

Billions  of 

Dollars  Average  Balance 


Long-term  Investment  Fund  — Assets  of  the  Long- 
term Fund  totaled  $4.8  billion  at  June  30,  up  from 
$4.4  billion  a year  earlier.  The  annualized  rate  of 
return  reached  9.44%,  an  increase  of  81  basis  points 
over  the  8.63%  reached  in  June,  1981. 

The  substantial  increase  in  yield  for  the  Long-term 
Fund  was  achieved  partially  through  the  investment  of 
new  money  at  very  favorable  rates  during  the  year.  A 
total  of  $592  million  was  committed  in  high-quality 
securities  (“AA”  or  better)  at  an  average  maturity  yield 
of  15.36%. 

In  addition  to  new  money  investment,  the  yield  and 
quality  upgrading  programs  by  means  of  asset  ex- 
changes were  vigorously  pursued  throughout  the  year. 
By  year-end,  fewer  than  $750  million  par  value  of 
securities  (16%  of  the  portfolio),  which  were  pur- 
chased over  the  years  when  prevailing  interest  rates 
were  lower,  remained  on  the  books  at  yields  of  less 
than  7 1/2%,  the  actuarially  assumed  rate  for  the 
Retirement  Systems. 


Chart  7 

Millions  of 

Dollars  Earnings 


The  deterioration  of  corporate  credits,  brought  on 
by  the  high  level  of  interest  rates  and  the  onslaught  of 
the  recession,  compounded  the  problem  of  maintain- 
ing quality.  In  1981,  Moody’s  and  Standard  & Poor’s, 
the  major  national  rating  services,  reported  95 
downgradings  and  67  upgradings.  In  the  first  six 
months  of  1982,  their  downgradings  totaled  56,  while 
upgradings  numbered  only  20.  The  net  effect  on  the 
quality  of  the  Long-term  Fund,  including  the  results 
of  upgrading  through  bond  exchanges,  was  as  follows: 


Quality  Rating 

June  30, 1982 

June  30, 1981 

AAA 

62% 

63% 

AA 

27 

26 

A 

11 

11 

100% 

100% 

Average  Maturity 

22.4  years 

21.7  years 

In  other  words,  despite  year-long  efforts  to 
upgrade,  we  were  only  able  to  maintain  the  high 
quality  of  these  investments  which  underlie  the  benefit 
structure  of  the  Retirement  System. 
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To  produce  this  increase  in  the  rate  of  return  and  to 
maintain  quality,  the  following  aetivity  was  required 


during  fiscal  year  1981-82: 

Par  Value,  new  money  purchases $ 591,658,355 

Number  of  new  money  purchases 168 

Par  Value,  outright  sales $ 531,041 

Number  of  outright  sales 21 

Par  Value,  bond  exchange  transactions  ....  $2,619,346,223 
Number  of  exchange  proposals  analyzed  . . . 1,554 

Number  of  exchange  proposals  executed  . . . 388 


In  addition  to  the  above,  mortgage-related  invest- 
ment activity  within  the  State  of  North  Carolina  for 
the  Long-term  Fund  during  1981-82  was  as  follows: 


GNMA  forward  commitments  issued $ 83,000,000 

GNMA  securities  purchased 42,000,000 

FHA  project  loans  purchased 35,442,000 


Equity  Investment  Fund  — Assets  of  the  Fund 
totaled  $835  million,  representing  14%  of  Retirement 
System  investments.  Although  the  1981-82  period  was 
a difficult  one  for  equities,  funds  were  being  ac- 
cumulated during  the  first  six  months  of  1982  to  in- 
erease  this  commitment  to  20  % , in  the  belief  that  the 
market  was  historically  undervalued  by  all  accepted 
measures. 

First-Citizens  Bank  and  Trust  Company,  First 
Union  National  Bank,  North  Carolina  National  Bank 
and  Wachovia  Bank  and  Trust  Company  became  ad- 
visors to  the  Equity  Fund  during  the  year,  joining 
Alliance  Capital  Management  of  New  York  and 
Thorndike,  Doran,  Paine  and  Lewis,  Inc.  of  Boston. 
The  addition  of  the  four  North  Carolina  banks  as  ad- 
visors on  $50  million  each  had  the  impact  of  increasing 
the  Fund’s  investment  activity,  which  was  as  follows: 

Number  of  Number  of  Dollar 

Transactions  Shares  Amount 

Purchases  473  6,357,644  $220,970,507 

Sales  263  3,205,192  115,481,253 

While  putting  additional  money  to  work  in  the 
equity  market,  these  transactions  also  resulted  in  the 
eapture  of  net  capital  gains  of  nearly  $26  million  — in 
a market  which  declined  by  over  16%  year-to-year, 
based  on  either  the  Dow-Jones  or  the  Standard  & 
Poor’s  “500”  averages.  The  average  annualized  cash 
rate  of  return,  after  net  realized  capital  gains,  was 
10.50%,  compared  to  11.46%  a year  earlier. 


Supplemental  Income  — Additional  income 
resulting  from  the  active  management  of  the  Invest- 
ment Funds  for  the  fiscal  year  totaled  $6,139,734  for 
all  four  Funds.  To  illustrate  the  magnitude  and  the 
signifieance  of  these  supplemental  earnings,  the 
operating  budget  of  the  Department  of  State  Treasurer 
for  the  fiscal  year  was  $6,544,462.  The  earnings  thus 
equaled  94%  of  the  Department’s  budget  and  were 
generated  as  follows: 

Investment  Fund 

Liquid 
Asset  and 

Source  of  Earnings  Short-term  Long-Term  Equity  Totals 


Fail  Balance 
Investment 
Securities  Lending 
Options  Writing 
Dividend 
Re-investment 
GNMA  Forward 
Commitments 
Fees 

(securities  not 
delivered) 


Grand  Totals 


$ 1,553  $ 200,388  $ 19,022  $ 220,963 

1,547,568  1,207,301  323,004  3,077,873 

2,280,594  2,280,594 

150,304  150,304 


410,000  410,000 

$1,549,121  $1,817,689  $2,772,924  $6,139,734 


Payment  of  the  State’s  Debt 


As  the  State’s  chief  financial  officer,  the  Treasurer  is 
charged  with  the  responsibility  of  making  timely  pay- 
ment of  principal  and  interest  on  North  Carolina’s 
General  Obligation  debt,  a function  vital  to  the 
maintenance  of  our  “AAA”  rating. 

In  conjunction  with  the  Division  of  State  and  Local 
Government  Finance,  the  Investment  Management 
and  Operations  Sections  arrange  to  have  “readily 
available  funds”  in  the  hands  of  the  paying-agent 
banks  on  due  date.  Complete  information  as  to 
amounts  of  interest  and  principal,  by  issue,  are  fur- 
nished by  the  Division  of  State  and  Local  Government 
Finance.  If  the  total  involved  is  large,  a repurchase 
agreement  is  executed  with  the  local  paying-agent 
bank  to  mature  on  due  date,  thus  becoming  “good 
money”  on  a timely  basis.  Smaller  amounts  are  sup- 
plied on  due  date  by  the  Operations  Section  by  wire 
transfer  of  “good  money”. 

Through  these  arrangements,  the  bondholders  have 
access  to  their  money  as  promised;  meanwhile,  the 
funds  are  invested  for  the  benefit  of  the  State  until  the 
last  possible  moment. 

Other  Functions 


Accounting  — The  Accounting  Section  of  the  Divi- 
sion, in  addition  to  performing  the  accounting  func- 
tion for  the  Treasurer  as  it  relates  to  his  investment 
responsibilities,  maintains  budgetary  accounting 
ledgers  for  all  agencies,  departments  and  institutions 
of  the  State  government.  This  function  is  critical  to  the 
State’s  system  of  financial  checks  and  balances,  and 
therefore  to  its  credit  standing  and  reputation  for  fiscal 
integrity.  Accounting  also  maintains  the  bank 
depository  collection  and  clearing  account  ledgers. 
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Effective  December  1,  1981,  a new  on-line  banking 
and  budgetary  accounting  system  was  implemented, 
replacing  an  old  ledger  card  system.  The  new  system 
posts  daily  agency  deposits  and  disbursements,  bank 
transfers  and  investment  transactions  in  approxi- 
mately one-half  the  amount  of  time  required  by  the 
ledger  card  system.  It  also  provides  daily  accounting 
reports  and  cash  management  information  on  a more 
timelv  basis. 

During  the  year  the  Cash  Concentration  program 
was  extended  to  First-Citizens  Bank  & Trust  Com- 
pany, Central  Carolina  Bank  and  Trust  Company, 
The  Northwestern  Bank,  Branch  Banking  and  Trust 
Company,  Southern  National  Bank  of  North  Carolina, 
Bank  of  North  Carolina,  N.  A.;  Planters  National 
Bank  & Trust  Company  and  United  Carolina  Bank. 
The  program  had  previously  been  implemented  with 
First  Union  National  Bank,  North  Carolina  National 
Bank  and  Wachovia  Bank  and  Trust  Company,  N.A. 

Under  these  Cash  Concentration  arrangements, 
deposits  to  the  Treasurer’s  Account  statewide,  in  any 
branch  of  the  particular  bank,  automatically  become 
available  funds  in  the  Baleigh  account  the  next  day. 
From  a cost-effective  viewpoint,  since  the  vast  majori- 
ty of  the  dollar  volume  of  the  Treasurer’s  deposits  is 
now  covered,  the  program  is  essentially  complete. 

Bank  Clearing  — As  previously  noted,  FY  1981-82 
saw  the  highest  volume  of  warrants  cleared  in  the 
Department’s  experience.  The  Clearing  Section’s  ac- 
tivity summary  is  as  follows: 


1981-82 


1980-81 


Total  Number  of 
Warrants  Processed 
“WIC”  Food  Instruments 
Processed 
Dollar  Amount 
Alleged  Forgeries  Processed 
Exception  Items  Processed 
Stop  Payments  Processed 


15,424,876 

2,655,251 

$13,154,748,072 

2,163 

933 

19,849 


15,350,987 

2,907,241 

$12,970,995,556 

2,042 

1,294 

13,613 


In  addition,  the  Clearing  Section  opened  139  new 
disbursing  accounts  in  the  1981-82  fiscal  year  for  State 
agencies  and  other  governmental  units.  Federal 
monies,  which  previously  had  been  held  in  private 
bank  accounts  by  local  school  units,  were  transferred 
to  123  of  these  new  accounts  with  the  State  Treasurer 
on  July  1,  1981.  Eleven  accounts  had  been  transferred 
in  the  1980-81  fiscal  year  as  pilot  units. 

In  early  1982,  the  State  Disbursing  Officer  began  to 
phase  out  the  issuance  of  Disbursing  Officer’s  War- 
rants and  to  convert  all  agencies  which  were  disburs- 
ing funds  by  this  method  to  disbursing  accounts.  As  a 
result,  seven  new  accounts  were  opened  to  service 
these  agencies.  Also,  nine  units  or  agencies  of  the  State 
or  local  governments  began  participating  in  the  Short- 
term Investment  Fund,  requiring  new  disbursing  ac- 
counts. 


In  January,  1982,  the  State  Treasurer  began  a war- 
rant clearing  relationship  with  The  Northwestern 
Bank.  The  Clearing  Section  now  accepts  cash  letters 
from  11  Baleigh  banks  and  the  Charlotte  Branch  of  the 
Federal  Reserve  Bank  of  Richmond. 

Operations  — The  Operations  Section  is  primarily 
responsible  for  the  completion  of  all  investment  tran- 
sactions, including  the  receipt  and  delivery  of 
securities,  the  collection  of  interest  and  dividends  and 
monitoring  the  Department’s  relationships  with  the 
custodial  banks.  Operations  also  monitors  compliance 
by  the  North  Carolina  commercial  banking  system 
with  the  collateralization  requirements  for  State  and 
local  funds  on  deposit. 

In  1982,  the  Legislature  extended  the  availability  of 
the  collateral  pool  administered  by  the  Treasurer  to 
community  colleges,  school  administrative  units  and 
ABC  boards.  At  June  30,  1982,  the  par  value  of 
securities  pledged  in  the  pool  was  $1,001,553,717, 
with  28%  securing  State  deposits  and  72%  those  of  the 
other  participants.  The  savings  to  governmental  units 
and  to  the  North  Carolina  banking  industry  are 
substantial. 

In  other  areas  of  responsibility,  the  Treasurer, 
through  the  Operations  Section  of  the  Investment  and 
Banking  Division,  also  provides  custodial  services  for 
securities  held  by  certain  other  Departments  of  State 
Government,  including  Agriculture,  Commerce  (In- 
dustrial Commission),  Insurance,  Public  Education, 
Revenue  and  Transportation  (Motor  Vehicles  Divi- 
sion) . These  custodial  services  are  similar  to  those  pro- 
vided for  the  securities  of  the  four  Investment  Funds. 
A statement  of  Securities  Held  in  Trust  is  shown  in 
Chart  8. 
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STATEMENT  OF  SECURITIES  HELD  IN  TRUST 

June  30,  1982 


Chart  8 


Description 


Par  Value 


Securities  Held  in  Safekeeping: 

Atlantic  & East  Carolina  Railroad  Company 

Deposit  to  Insure  Rental  Agreement $ 50,000.00 

Atlantic  & North  Carolina  Railroad  Company 

Treasury  Stock  (735  shares  common  stock)  73,500.00 

Department  of  Public  Education 

Literary  Loan  Notes 2,644,364.18 

Securities  Held  as  Good  Faith  Deposits: 

North  Carolina  Department  of  Agriculture 4,000.00 

North  Carolina  Department  of  Insurance 121,531,225.48 

North  Carolina  Department  of  Revenue 366,706.91 

North  Carolina  Industrial  Commission 1,045,000.00 

North  Carolina  Division  of  Motor  Vehicles 695,480.00 

Securities  Held  as  Custodian: 

In  Treasurer’s  Vault 

Long-term  Investment  Fund* 788,877,970.43 

Short-term  Investment  Fund** 231,764,000.00 

Ry  Contractual  Custodian  Agreements 

Liquid  Asset  Fund  76,955,645.82 

Short-term  Investment  Fund 1,307,203,627.89 

Long-term  Investment  Fund 3,964,028,000.00 

Equity  Investment  Fund 708,574,717.43 

Securities  Owned  by  the  State: 

North  Carolina  Railroad  Company 

(30,002  shares  common  stock) 3,000,200.00 

Atlantic  & North  Carolina  Railroad  Company 

(12,666  shares  common  stock) 1,266,600.00 

Securities  Held  by  Escrow  Agents  to  Secure  Public  Deposits  1,001,553,717.00 

Total $8,209,634,755.14 


* Corporate  Private  Placements,  GNMA’s  and  PH  A Project  Loans 
” Certificates  of  Deposit  and  Savings  Certificates 

Projects  in  Progress 

“NicMic”  — In  cooperation  with  the  North 
Carolina  Mortgage  Rankers  Association  and  the  North 
Carolina  Savings  & Loan  League,  plans  were  for- 
mulated for  a forward  commitment  program  through 
“NicMic”  — the  North  Carolina  Mortgage  Investment 
Corporation  — similar  to  the  GNMA  forward  commit- 
ment program. 

The  Corporation  will  shelf-register  a $100  million 
issue  of  mortgage-  backed  bonds,  to  be  sold  in  series. 
Six-month  forward  commitments  to  purchase  conven- 
tional mortgages  on  homes  located  in  North  Carolina 


will  be  issued  by  NicMic  to  participating  originators, 
both  mortgage  bankers  and  savings  and  loan  associa- 
tions. The  originators  retain  the  option,  for  a specified 
period  of  the  commitment,  to  sell  the  mortgages  in  the 
open  market  if  higher  prices  can  be  obtained.  If  not, 
the  mortgages  will  be  delivered  to  NicMic  and  pack- 
aged as  collateral  for  the  bonds.  Underwriting  stan- 
dards and  insurance  coverage  will  be  such  as  to  qualify 
the  bonds  for  a “AA”  rating.  The  Retirement  Systems 
have  agreed  to  purchase  up  to  $50  million  of  the  issue, 
for  a non-returnable  fee. 
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UNI-COLL  — A contract  was  signed  in  June,  1982, 
with  the  UNI-COLL  Corporation  of  Philadelphia,  to 
supply  a soft- ware  aceounting  program  for  the  four  in- 
vestment funds.  The  program  had  been  developed  by 
UNI-COLL  for  one  of  the  largest  mutual  fund  groups 
in  the  eountry  and  for  its  custodial  bank.  Since  our  in- 
vestment pools  are  essentially  mutual  funds,  few 
modificiations  were  needed  to  meet  our  requirements. 
In  addition,  the  program  was  developed  for  use  on  the 
same  model  eomputer  as  utilized  by  the  Department. 

Installation  will  begin  in  January  of  1983,  and  the 
program  should  be  fully  operational  in  the  Spring  of 
1983.  Along  with  the  most  sophisticated  investment 
aecounting,  we  will  have  the  best  management  repor- 
ting and  performanee  evaluating  capabilities  currently 
available. 

Bank  Account  Analysis  — A year-long  effort 
culminated  in  a new  system  of  analyzing  the 
Treasurer’s  accounts  in  the  Raleigh  elearing  banks. 
North  Carolina  law  does  not  permit  the  banks  to 
charge  the  State  for  any  service  except  the  issuance  of 
cashier’s  ehecks.  The  banks  render  many  other  bank- 
ing services  to  the  State,  including  most  importantly 
the  payment  of  State  warrants  when  presented  and 
prior  to  reimbursement.  It  is  thus  in  the  State’s  own 
best  interests  that  they  be  adequately  eompensated,  in 
order  to  continue  their  high  level  of  serviee.  The  new 
method  is  similar  to  that  used  by  banks  to  analyze 
eommercial  aecounts.  It  will  more  aecurately  and  fair- 
ly refleet  the  ebb  and  flow  of  State  funds  through  the 
banking  system,  from  the  point  of  view  of  both  parties. 

Employee  Comprehensive  Health  Benefit  Plan  — 
Following  the  deeision  of  the  Legislature  to  self- 
administer  the  publie  employee  health  benefits  pro- 
gram, the  Investment  and  Banking  Division  worked 
with  the  Office  of  State  Budget  and  Management  in 
setting  up  procedures  by  which  the  State  will  receive 
the  earnings  on  the  “float”  ereated  by  the  payment  of 
health  benefit  claims.  All  premiums  will  be  deposited 
with  the  State  Treasurer,  and  all  payments  made  by 
warrants  drawn  on  the  Treasurer.  The  program  will 
be  in  plaee  by  October  I,  1982. 

Railroad  Investment  Study  — The  Investment  and 
Banking  Division  worked  closely  during  the  year  with 
the  Legislative  Research  Commission  toward  obtain- 
ing an  expert  evaluation  of  the  North  Carolina  and  the 
Atlantic  and  North  Carolina  railroads,  in  which  the 
State  is  the  majority  stoekholder,  in  order  that  the 
course  of  the  State’s  future  interest  in  the  two  eom- 
panies  could  better  be  determined. 


North  Carolina  Cash  Management  Trust  — The 
Division  participated  with  the  Division  of  State  and 
Loeal  Covernment  Finanee  in  earrying  out  the  man- 
date of  the  Legislature  to  set  up  this  alternative  means 
of  cash  management  investment  for  loeal  units.  The 
Trust  is  the  first  privately  operated.  State  monitored 
mutual  fund  to  be  registered  with  the  Securities  and 
Exchange  Commission. 

Housing  Study  Commission  — The  Division,  in 
testimony  before  the  Commission,  outlined  the  invest- 
ment programs  and  activities  of  the  State  Treasurer  in 
the  housing  area  over  the  past  several  years.  The 
viability  of  mortgage-related  investments  for  public 
pension  funds,  when  made  under  eompetitive, 
market-rate  eircumstanees,  was  emphasized. 

Exhibits  A,  B,  C,  D,  E,  F,  C,  H,  I,  J and  K are  in- 
tegral parts  of  this  report  concerning  the  Investment 
and  Banking  Division. 
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The  State  and 
Local  Government 
Finance  Division 


The  State  and  Local  Government  Finance  Division 
is  organized  to  provide  the  State  Treasurer  and  the 
Local  Government  Gommission  with  staff  assistance  in 
fulfilling  their  respective  statutory  functions.  The 
Division  is  organized  along  functional  lines  into  two 
major  groups  of  services:  Debt  Management  and  Fiscal 
Management. 


Table  of  Organization 


Assistance  is  rendered  to  local  governments  and 
public  authorities  in  North  Garolina  on  behalf  of  the 
Local  Government  Gommission.  The  North  Garolina 
Local  Government  Gommission,  a part  of  the  Depart- 
ment of  State  Treasurer,  approves  issuance  of  the  in- 
debtedness of  all  units  of  local  government  and  assists 
these  units  in  the  area  of  fiscal  management.  The 
Gommission  is  composed  of  nine  members:  the  State 
Treasurer,  the  Secretary  of  State,  the  State  Auditor, 
the  Secretary  of  Revenue,  and  five  others  by  appoint- 
ment (three  by  the  Governor,  one  by  the  Lieutenant 
Governor,  and  one  by  the  Speaker  of  the  House  of 
Representatives).  The  State  Treasurer  serves  as  Ghair- 
man  and  selects  the  Secretary  of  the  Gommission,  who 
heads  the  administrative  staff  serving  the  Gommission. 

Highlights 

• The  largest  face  amount  of  bonds  ($1,485,047,600)  in 
the  history  of  the  Division  was  sold  in  1981-82. 

• At  a time  when  the  bond  ratings  of  other  states  were  be- 
ing  downgraded.  North  Carolina  was  able  to  maintain  its 
Triple  A rating,  the  highest  attainable. 


• By  marketing  bonds  at  interest  rates  below  the  national 
average,  the  Division  was  successful  in  enabling  State 
and  local  governmental  units  to  save  substantially  on  in- 
terest costs. 

• Using  legislation  that  had  been  developed  by  the  Divi- 
sion, the  counties  of  Wake  and  Durham  were  able  to 
create  a special  airport  tax  district  and  later  obtain  voter 
approval  for  a $50  million  bond  issue  for  the  construc- 
tion of  a new  runway  at  Raleigh-Durham  airport. 

• A new  marketing  concept,  the  put  option  bond,  was 
utilized  by  the  Division  in  the  sale  of  $52  million  of 
multifamiiy  housing  bonds  providing  low  interest  mort- 
gage loans  to  low  income  persons  or  families  in  North 
Carolina. 

• The  Construction  Mortgage  Loan  Program  was  in- 
stituted, which  will  provide  financing  of  construction 
mortgage  loans  for  the  new  construction  or  substantial 
rehabilitation  of  rental  housing  projects  for  236  lower  in- 
come families  in  North  Carolina. 

• The  Division  assisted  the  North  Carolina  Eastern 
Municipal  Power  Agency  in  negotiating  a $2.8  billion 
purchase  of  approximately  18%  of  seven  power 
generating  facilities. 

• Forty-eight  counties  in  North  Carolina  issued  industrial 
revenue  bonds  totaling  $295.3  million  for  106  industries 
resulting  in  the  creation  of  1 3, 730  jobs  and  the  saving  of 
6,596  jobs. 

• The  North  Carolina  Cash  Management  Trust,  a new 
short  term  professionally  managed  money  market  type 
investment  registered  with  the  Securities  and  Exchange 
Commission,  was  certified  by  the  Local  Government 
Commission  for  use  by  local  government  entities. 

• A draft  publication  of  a uniform  alternative  chart  of  ac- 
counts was  designed  to  facilitate  the  flow  of  inf ormation 
from  the  local  units  to  the  State  and  Federal  levels  of 
government  and  for  ease  in  presenting  financial  data  to 
potential  purchasers  of  our  bonds. 

• The  system  for  consolidated  financial  reporting  on  one 
form  by  counties  and  municipalities  (for  use  in  reporting 
to  State  agencies)  was  redesigned  and  streamlined  during 
the  year. 

• Illustrative  financial  statements  for  counties  and 
municipalities  were  revised  and  distributed. 
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Tax  Exempt  Bonds  in  General 

Tax  exempt  bonds  have  traditionally  been  used  by 
the  State  and  local  governments  to  finance  the  con- 
struction of  public  facilities  such  as  schools,  roads, 
sewers,  water  systems,  office  buildings,  parks  and 
libraries.  General  obligation  debt  for  traditional 
public  purposes  has  risen  from  $2,078,345,754  in  1977 
to  $2,585,248,146  in  1982,  a growth  of  24.4  percent. 
In  recent  times,  there  has  been  a marked  trend  toward 
using  the  tax  exempt  bonding  authority  for  what  has, 
in  the  past,  been  thought  of  as  private  purposes.  These 
purposes  include  low-income  housing  mortgages,  in- 
dustrial and  pollution  control  facilities  and  equip- 
ment, health  care  facilities  and  equipment,  and  elec- 
tric power  generating  facilities.  Since  1977,  most  of 
the  growth  in  state  and  local  borrowing  in  North 
Carolina  has  been  for  these  semi-private  purposes;  the 
total  outstanding  debt  for  special  purposes  has  in- 
creased from  $297,008,867  in  1977  to  $3,020,378,388 
in  1982,  a growth  of  917  percent. 

Coupled  with  this  tremendous  increase  in  tax  ex- 
empt financings  is  a restricted  demand  for  tax  exempt 
investments  as  a result  of  1982  federal  tax  changes. 
These  changes  have  reduced  the  attractiveness  of  tax 
exempt  securities  by  lowering  the  maximum  in- 
dividual tax  rates  from  70  percent  to  50  percent,  by 
making  it  much  easier  for  individuals  to  create  tax  free 
retirement  savings  accounts,  and  by  lowering  capital 
gains  tax  rates.  Institutions,  such  as  banks  and  in- 
surance companies,  which  traditionally  have  been  ma- 
jor buyers  of  public  debt,  temporarily  are  not  buying 
as  a result  of  the  federal  tax  changes.  This  situation  has 
made  financing  of  traditional  public  purpose  facilities 
much  more  difficult. 

Basic  Functions 

Debt  Management  — The  Division,  under  the 
direction  of  the  State  Treasurer,  issues  and  monitors 
all  State  debt  secured  by  a pledge  of  the  taxing  power 
of  the  State.  After  the  approval  of  the  bond  issue,  the 
Division,  with  the  assistance  of  other  State  agencies, 
determines  the  cash  needs,  plans  for  the  repayment  of 
debt  (maturity  schedules)  and  schedules  bond  sales  at 
the  most  appropriate  time.  An  Official  Statement 
describing  the  bond  issue  and  other  required 
disclosures  about  the  State  is  prepared  with  the  advice 
and  cooperation  of  bond  counsel.  Finally,  the  Division 
handles  the  actual  sale  and  delivery  of  the  bonds, 
maintains  the  State  bond  records  and  register  of  bonds 
and  initiates  the  debt  service  payments  when  they 
become  due.  At  June  30,  1982,  authorized  and 
unissued  general  obligation  bonds  for  the  State 
amounted  to  $136,017,000  and  general  obligation 
bonds  outstanding  amounted  to  $905,700,000.  See 
Exhibit  L. 

In  addition,  the  Division  is  responsible  for  the  sale 
of  revenue  bonds  for  the  North  Carolina  Medical  Care 
Commission,  the  Public  Power  Agencies  and  the  North 


Carolina  Housing  Finance  Agency.  These  bonds  are 
secured  only  by  the  specific  revenues  pledged  in  pay- 
ment thereof.  The  staff  works  with  the  Agency  person- 
nel in  determining  the  feasibility  and  in  scheduling  the 
offering,  in  structuring  the  issue  and  underlying 
security  documents,  and  in  preparing  the  data  which 
must  be  presented  to  the  Local  Government  Commis- 
sion for  its  approval  of  the  sale. 

The  Division  assists  the  State  Treasurer  in  represen- 
ting the  State  in  all  presentations  to  Moody’s  Investor 
Service,  Inc.,  and  Standard  and  Poor’s  Corporation, 
the  two  national  bond  rating  agencies  used  by  the 
State  and  local  governmental  units  in  North  Carolina. 
As  a result  of  the  efforts  of  the  State  Treasurer,  North 
Carolina  continues  to  have  a “Triple-A”  (Aaa)  rating, 
the  highest  rating  attainable.  This  favorable  rating  has 
enabled  the  State  to  sell  its  bonds  at  an  interest  rate 
below  the  Bond  Buyer’s  Index,  thereby  providing 
tremendous  savings  to  North  Carolina  taxpayers.  The 
estimated  savings  on  the  $100  million  bonds  sold  dur- 
ing this  fiscal  year,  will  be  approximately  $20,922,300 
over  the  life  of  the  bonds. 

Probably  the  most  important  function  of  the  Com- 
mission is  the  approval,  sale  and  delivery  of  all  North 
Carolina  local  government  bonds  and  notes.  The  Divi- 
sion staff  counsels  and  assists  the  local  governmental 
units  in  determining  the  necessity  of  the  project,  size  of 
the  issue,  and  the  most  expedient  form  of  financing.  A 
review  is  made  of  the  debt  management  policies  of  the 
unit,  the  effect  of  the  financing  on  the  tax  rate,  and  the 
unit’s  compliance  with  the  Local  Government  Budget 
and  Fiscal  Control  Act.  Sale  dates  are  scheduled 
depending  on  the  need  for  the  money,  the  anticipated 
interest  rates,  and  at  times  when  the  bonds  can  be  sold 
with  a minimum  of  competition.  The  staff  strives  to 
resolve  all  problems  and  to  determine  that  all  statutory 
requirements  are  met  before  applications  are 
presented  to  the  Local  Government  Commission  for 
approval. 

After  approval  is  granted,  the  governmental  unit 
and  its  bond  counsel  assist  the  staff  in  gathering  and 
assembling  information  for  an  official  statement 
which  is  mailed  to  a large  group  of  buyers  nationwide. 
Normally  the  general  obligation  bonds  are  serial  bonds 
and  are  awarded  through  the  competitive  bid  process 
on  the  basis  of  total  net  interest  cost  to  the  governmen- 
tal unit.  After  the  sale,  the  staff  delivers  and  validates 
the  definitive  bonds  and  certifies  that  the  moneys  are 
promptly  transferred  from  the  buying  brokers  to  the 
governmental  unit. 

In  addition  to  bond  sales,  the  staff  assists  the  units  in 
selling  certain  short-term  debt  obligations.  These  may 
be  bond  anticipation  notes  to  provide  interim  funding 
of  projects  until  the  definitive  bonds  are  sold,  or  other 
notes  secured  by  specific  pledges  of  taxes,  grants  or 
future  revenues.  Authorization  for  short-term  debt 
obligations  is  also  based  upon  Local  Government 
Commission  approval. 
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Debt  records  are  maintained  for  all  units  on  prin- 
cipal and  interest  payments  coming  due  in  the  current 
and  future  years.  Through  a system  of  monthly 
reports,  all  debt  service  payments  are  monitored. 

At  June  30,  1982,  authorized  and  unissued  general 
obligation  bonds  for  local  governments  amounted  to 
$401,391,900,  and  general  obligation  bonds  outstand- 
ing amounted  to  $1,679,548,146.  (See  Exhibit  L)  Dur- 
ing 1981-82,  bonds  and  notes  were  sold  in  the  amount 
of  $293,261,600.  This  is  more  fully  described  in  Chart 
9.  Of  the  $292,971,000  general  obligation  bonds 
marketed  for  the  State  and  local  units,  $25,426,000 


were  sold  to  governmental  agencies.  The  remaining 
$267,545,000  were  sold  at  interest  rates  averaging  1.19 
points  below  the  national  average,  (according  to  the 
Bond  Buyer’s  Index),  thus  saving  the  State  and  local 
units  approximately  $3.2  million  in  interest  costs  for 
the  first  year.  Over  the  life  of  these  bonds  the  issuers 
are  expected  to  save  in  excess  of  $41  million  in  interest 
costs.  This  is  a result,  in  part,  of  the  Division’s  suc- 
cessful efforts  in  maintaining  and  upgrading  the  bond 
rating  of  the  State  and  local  units  and  in  monitoring 
the  fiscal  soundness  of  the  individual  local  units. 


Chart  9 


PURPOSES  FOR  WHICH  LOCAL  GOVERNMENTS 
SOLD  BONDS  AND  NOTES 

Fiscal  Year  1981-82 


Total 


Schools 

Utilities 

Other 

No. 

Amount 

C.  0.  Bonds 

Counties  

. $48,800,000 

$ 15,514,000 

$28,550,000 

13 

$ 92,864,000 

Cities  and  towns  

— 

87,605,000 

10,733,000 

37 

98,338,000 

Districts 

— 

1,769,000 

— 

2 

1,769,000 

Total  G.  O.  Bonds 

. 48,800,000 

104,888,000 

39,283,000 

_5_2 

192,971,000 

Revenue  Bonds 

Counties 

3,106,000 

7,400,000 

4 

10,506,000 

Notes 

Bond  anticipation 

64 

78,963,600 

Revenue  anticipation  

10 

10,701,000 

Tax  anticipation  

1 

120,000 

Total  Notes 

75 

89,784,600 

Total  Bonds  and  Notes  . . 

. 

131 

$293,261,600 

The  Division  staff  is  also  responsible  for 
overseeing  the  sale  of  revenue  bonds  which  must 
have  Commission  approval  to  be  issued  by  agencies 
such  as  municipalities,  joint  municipal  electric 


power  agencies  county  industrial  facilities  and 
pollution  control  financing  authorities.  These 
bonds  are  secured  only  by  specific  revenues  pledg- 
ed in  payment  thereof.  See  Chart  10  . 
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DEBT  MANAGEMENT  ACTIVITIES 

(In  Millions  of  Dollars) 


Chart  10 


FY  1979  - 80  FY  1980  - 81  FY  1981  - 82 


No. 

Amt. 

No. 

Amt. 

No. 

Amt. 

Bonds  Sold  for  State 

General  Fund 

1 

$ 67.2 

1 

$ 45.0 

1 

$ 25.0 

Highway  Fund 

— 

1 

105.0 

75.0 

Total 

67.2 

2 

150.0 

1 

100.0 

Bonds  and  Notes  Sold  for  Local  Governmental 
Units: 

G.  O.  Bonds 

, . 52 

121.6 

51 

188.5 

52 

192.9 

Revenue  Bonds 

3 

72.2 

— 

— 

4 

10.5 

Notes  

. 90 

134.3 

63 

87.6 

75 

89.8 

Total 

. 145 

328.1 

114 

276.1 

131 

293.2 

Special  Obligation  Bonds  and  Notes  Sold  for 
Medical  Care  Commission: 

Revenue  Bonds  

1 

10.7 

5 

36.5 

1 

6.0 

Revenue  Anticipation  Notes 

1 

6.7 

2 

.7 

2 

1.1 

Sold  for  Housing  Finance  Agency: 

Bonds  

1 

58.0 

1 

23.9 

2 

82.0 

Notes  

— 

— 

— 

1 

7.4 

Sold  for  Power  Agencies: 

Revenue  Bonds 

1 

100.0 

1 

125.0 

2 

600.0 

Revenue  Anticipation  Notes 

1 

18.8 

— 

— 

1 

100.0 

Sold  for  Industrial  Facility  and  Pollution 

Control  Authorities: 

Revenue  Bonds 

. . 66 

246.3 

93 

335.0 

108 

295.3 

Total  Special  Obligation  Bonds  and  Notes 

. . 71 

440.5 

102 

521.1 

117 

1,091.8 

Grand  Total 

, . 217 

$835.8 

218 

$947.2 

249 

$1,485 

Fiscal  Management  — An  important  function  of 
this  Division  is  monitoring  certain  fiscal  and  accoun- 
ting standards  prescribed  for  local  governmental  units 
by  The  Local  Government  Budget  and  Fiseal  Control 
Act.  As  a part  of  its  role  in  assisting  local  units  and 
monitoring  their  fiscal  programs,  the  Division  pro- 
vides assistance  to  them  in  following  generally  ac- 
cepted accounting  principles  and  good  cash  manage- 
ment practices.  The  Local  Government  Budget  and 
Fiscal  Control  Act  requires  each  unit  of  local  govern- 
ment to  have  its  aecounts  audited  annually  by  a cer- 
tified public  accountant  or  by  an  accountant  certified 
by  the  Commission  as  qualified  to  audit  local  govern- 
ment accounts.  Because  of  recent  changes  in  the  field 
of  governmental  accounting,  the  Division  has  had  a 
particularly  complex  task  in  monitoring  the  annual 
audit  reports  for  complianee  with  generally  accepted 
accounting  principles. 


The  Division’s  staff  also  counsels  the  units  in 
treasury  and  cash  management,  budget  preparation, 
and  investment  polieies  and  procedures.  Upon  re- 
quest, on-site  assistance  is  furnished  to  local  govern- 
ments on  administering  existing  financial  and  accoun- 
ting systems,  as  well  as  aid  in  establishing  new  systems. 
Edueational  programs,  in  the  form  of  seminars  or 
classes,  also  are  provided  in  order  to  accomplish  these 
tasks.  The  staff  members  make  presentations 
throughout  the  year  at  various  workshops  sponsored 
by  the  Institute  of  Government,  the  finance  offieers’ 
associations,  and  numerous  other  county,  municipal, 
and  school  organizations. 

Continued  assistance  also  is  provided  to  the  in- 
dependent auditors  of  local  governments,  particularly 
in  the  area  of  professional  education.  The  staff  helped 
to  prepare  and  update  two  continuing  professional 
education  courses  in  governmental  accounting.  Each 
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was  presented  several  times  to  independent  auditors 
through  the  auspices  of  the  North  Carolina  Association 
of  Certified  Public  Accountants. 

Significant  Accomplishments 

Debt  Management 

Put  Option  Bonds:  By  using  a new  marketing  con- 
cept, the  Division  was  able  to  sell  $52  million  in 
multifamily  bonds  for  the  N.C.  Housing  Finance 
Agency  with  a life  of  30  years  at  an  interest  rate  of 
dVi  % . The  proceeds  are  funding  the  construction  of 
1,443  apartments  for  low  income  North  Carolina 
residents.  This  new  concept,  the  put  option, 
negotiated  with  Wachovia  Bank  and  Trust  Company, 
allows  the  bondholders  to  tender  the  bonds  at  par  after 
a specified  non-redemption  period.  This  feature  is 
especially  attractive  during  a time  of  wildly  fluc- 
tuating interest  rates  when  few  investors  are  willing  to 
purchase  long  term  bonds.  The  put  option  provides  the 
investor  with  an  option  to  tender  on  a short  term  basis, 
yet  allows  the  seller  to  borrow  over  a long  term  at  short 
term  interest  rates. 

Construction  Mortgage  Loan  Program:  This  pro- 
gram was  established  for  the  N.C.  Housing  Finance 
Agency  to  obtain  funds  for  constructing  rental  housing 
projects  for  lower  income  residents  in  North  Carolina. 
The  loans  will  be  insured  by  the  Federal  Housing  Ad- 
ministration (“FHA”)  and  subject  to  a commitment  by 
the  Government  National  Mortgage  Association 
(“GNMA”)  to  purchase  the  loans.  Construction  loan 
notes  totaling  $7,420,000  were  sold  during  the  year. 

N.C.  Eastern  Municipal  Power  Agency:  Negotia- 
tions were  completed  during  the  year  with  assistance 
from  this  Division  for  the  North  Carolina  Eastern 
Municipal  Power  Agency  to  purchase  from  Carolina 
Power  & Light  Company  approximately  18%  of  seven 
power  generating  facilities  at  an  estimated  cost  of  $2.8 
billion.  Bonds  totaling  $400  million  were  marketed 
during  the  year.  The  32  participating  cities,  some  of 
which  are  already  experiencing  base  rate  reductions  of 
as  much  as  10%,  are  expected  to  realize  savings  in 
power  costs  in  excess  of  one  billion  dollars  over  the 
projected  life  of  these  facilities. 

Special  Airport  Tax  District:  During  the  1979  ses- 
sion of  the  North  Carolina  General  Assembly  the  Divi- 
sion helped  to  draft  legislation  for  creation  of  special 
airport  districts  to  aid  in  financing  and  constructing 
aeronautical  facilities.  Once  created,  a special  airport 
district  has  the  power  to  levy  taxes  on  property  within 
the  district  and  issue  bonds  and  notes  in  accordance 
with  the  Local  Government  Bond  Act.  Using  this  1979 
legislation,  Durham  and  Wake  Counties  created  a 
special  airport  district  and  gained  voter  approval  for 
the  issuance  of  $50  million  in  general  obligation  bonds 
to  expand  the  Raleigh-Durham  airport  facility.  By  is- 
suing general  obligation  bonds  instead  of  revenue 
bonds  for  the  Raleigh-Durham  airport,  several  million 
dollars  will  be  saved  over  the  life  of  the  bonds  because 


of  the  lower  interest  rate  paid  on  higher-rated  general 
obligation  bonds.  More  special  airport  districts  will 
probably  be  created  in  the  future  to  use  this  legislative 
provision. 

Industrial  Revenue  Bond  Program:  Since  1976,  in- 
dustrial expansion  in  the  State  has  been  aided  by 
County  Industrial  Facilities  and  Pollution  Control 
Financing  Authorities  which  issue  bonds  on  behalf  of 
private  industry.  These  bonds  continue  to  be  attractive 
to  industry  because  of  lower  interest  rates.  In  1981-82 
forty-eight  counties  issued  industrial  revenue  bonds 
totaling  $295.3  million,  creating  13,730  jobs  and  sav- 
ing 6,596  jobs.  Issuance  of  these  bonds  enables  the 
State  to  maintain  a competitive  balance  with  other 
states  in  attracting  new  jobs  and  increasing  property 
valuations. 

Fiscal  Management 

Projecting  Cash  Flow:  A technical  memorandum  on 
projecting  cash  flow  was  issued.  It  is  designed  to  assist 
units  both  in  recognizing  the  need  for  cash  manage- 
ment and  in  projecting  the  cash  flow.  Sample  projects 
and  cash  flow  graphs  present  a practical  application  of 
the  theory  involved  in  the  memorandum. 

Alternative  Chart  of  Accounts:  An  alternative  ac- 
count coding  system  (Uniform  Chart  of  Accounts)  was 
devised  in  cooperation  with  several  state  ageneies  and 
counties,  to  account  for  the  revenues,  expenditures, 
assets,  liabilities  and  equity  of  the  various  funds  of  the 
units.  This  system  is  designed  to  faeilitate  the  flow  of 
information  from  the  larger  units  to  the  various  state 
agencies,  as  well  as  to  this  Division  and  to  the  annual 
audit  report.  This  ehart  of  accounts  is  designed  to  be 
used  by  larger  units  with  automated  systems; 
however,  a similar,  though  less  complex,  system  for 
smaller  units  is  planned.  Although  this  ehart  of  ac- 
counts has  been  issued  only  in  draft  form,  it  is  cur- 
rently being  used  by  several  counties  with  positive 
results. 

Single  Audit  Concept:  The  staff  attended  nation- 
wide meetings  with  Federal  authorities  and  par- 
ticipated in  several  meetings  with  the  State  Auditor 
and  local  governmental  units  to  diseuss  the  implemen- 
tation of  the  single  audit  concept. 

Administration  of  Small  Towns:  A series  of  schools 
for  administration  of  small  towns  was  completed  in 
cooperation  with  the  Institute  of  Government.  The 
purpose  of  the  schools  was  to  reach  the  administrative 
employees  of  towns  with  populations  of  1,500  or  less. 

Publications:  Revisions  of  publications,  including 
the  Consolidated  Report  on  Financial  Information, 
Illustrative  Financial  Statements  for  Counties  and 
Municipalities,  and  Collateralization  of  Public 
Deposits  in  North  Carolina  were  issued. 

Mutual  Fund  for  Local  Government  Investment:  A 
system  was  developed  for  certifying  mutual  funds  for 
local  governments  under  G.S.  159-30(c)(6a).  Stan- 
dards were  established,  requests  for  proposals  were 
sent  out  and  proposals  were  reviewed.  A proposal  from 
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^ the  consortium  of  Sterling  Capital  Distributors,  Fi- 
, delity  Management  and  Research  Company,  and  First 
Union  National  Bank  was  accepted.  This  mutual  fund 
(the  North  Carolina  Cash  Management  Trust),  will  be 
offered  exclusively  to  local  governments  and  public 
authorities  of  the  State  of  North  Carolina.  It  will  give 
all  local  governmental  units  in  North  Carolina  an  op- 
portunity for  investment  in  a professionally  managed 
portfolio  of  money  market  instruments. 

Federal  Block  Grants:  The  Division  participated  in 
seminars  which  led  to  the  development  of  a Federal 
Funds  Manual  for  Block  Grants.  This  manual  is  to  pro- 
vide State  and  local  officials  in  North  Carolina  with  a 
single  reference  guide  for  State  administration  of 
federal  programs. 

Task  Force  on  Review  of  Accounting  and  Reporting 
Policies  of  External  Auditors:  Division  staff  par- 
ticipated with  representatives  from  the  North  Carolina 
Association  of  CPAs  and  the  State  Auditor  in  organiz- 
ing a task  force  to  study  the  problem  of  substandard 
reporting  by  CPAs  and  how  this  problem  can  be 
resolved  without  regulations  from  the  State. 

. Consolidated  Report  on  Financial  Information: 
Through  a cooperative  effort  by  State  and  federal 
agencies,  the  required  annual  county  and  municipal 
financial  information  reports  were  consolidated  into 
one  report  replacing  five  existing  forms.  These  con- 
solidated reports  will  meet  the  needs  of  this  division, 
the  North  Carolina  Department  of  Revenue,  the 
Office  of  State  Budget  and  Management,  the  U.S. 
Bureau  of  the  Census  and  the  Office  of  Federal 
Revenue  Sharing.  The  data  furnished  will  be  used  to 
determine  federal  revenue  sharing  entitlements,  and 
the  distribution  of  the  intangibles  tax  and  sales  and  use 
tax. 

Revenue  Bonds:  An  understanding  of  the  nature 
and  use  of  revenue  bonds  and  the  applicable  inden- 
tures and  ordinances  is  necessary  for  an  effective 
monitoring  of  each  issue.  To  monitor  the  required 
restricted  cash  accounts,  the  staff  upgraded  the  tech- 
niques used  to  emphasize  financial  weaknesses  and 
potential  cash  flow  problems. 

Significant  Projects  In  Process 

Illustrative  Financial  Statements  for  School  Ad- 
ministrative Units:  After  a major  revision  to  the  chart 
of  accounts,  illustrative  financial  statements  for  school 
administrative  units  will  be  completed  for  guidance  in 
preparing  audited  financial  statements  in  accordance 
with  generally  accepted  accounting  principles. 

Reporting  Entity:  Statement  3 by  the  National 
Council  on  Governmental  Accounting  provides 
guidance  on  defining  the  governmental  reporting  en- 
tity; however,  the  implications  of  this  statement  on 
reporting  for  North  Carolina  units  of  government 
must  be  studied  and  a plan  for  implementation  de- 
vised. 


Budgeting  for  Local  Governments:  The  staff  is  in 
the  process  of  updating  the  Uniform  Accounting 
System  Procedure  ^10  on  budget  preparation,  prepar- 
ing a budget  manual  and  publishing  a sample  budget 
for  a county  and  a municipality. 

Official  Statement  Format  Revisions:  The  staff  is  in 
the  process  of  revising  the  format  of  the  official 
statements  for  bond  offerings  with  particular  emphasis 
on  the  presentation  of  the  financial  data. 

Expansion  of  Computer  Program  for  Debt  Service 
Requirements:  Current  marketing  and  financing  in- 
novations and  a need  for  expanded  services  has 
necessitated  revisions  and  expansions  of  the  debt  ser- 
vice computer  program.  New  programs  are  planned  to 
accommodate  principal  payments  other  than  on  the 
traditional  annual  basis;  to  accommodate  variable  in- 
terest rates;  and  to  prepare  debt  service  maturity 
schedules. 

Debt  Management  Procedures  for  Industrial 
Revenue  Bonds:  Due  to  the  current  economic  situation 
several  industries  with  outstanding  bonds  are  ex- 
periencing financial  difficulty.  A procedure  is  being 
developed  to  alert  this  Division  and  the  counties  to 
these  difficulties.  A questionnaire  has  been  drafted  for 
this  purpose,  to  be  mailed  by  October  1982. 

Exhibit  L and  supporting  statements  are  integral 
parts  of  this  report  concerning  The  State  and  Local 
Government  Finance  Division. 
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Retirement  and 
Health  Benefits  Division 


The  Retirement  and  Health  Benefits  Division  of  the 
Department  of  State  Treasurer  provides  North 
Carolina’s  public  employees  with  retirement  allow- 
ances as  deferred  payments  of  salary,  and  other  fringe 
benefits  as  part  of  a total  package  of  compensation. 
This  benefit  package  is  designed  to  aid  in  the  recruit- 
ment and  retention  of  competent  employees  in  the 
public  service.  It  also  adds  to  the  efficiency  of  public 
employees  by  giving  them  a measure  of  freedom  from 
the  apprehension  of  old  age  and  disability.  The 
organizational  structure  below  shows  the  functional 
arrangement  of  the  tasks  performed  in  this  Division. 


Table  of  Organization 


Highlights/ 1981-82 

• Completed  the  conversion  of  members’  service  history 
from  physical  files  to  a computer  data  base  for  the  Local 
Governmental  Employees’  Retirement  System. 

• Prepared  a new  and  expanded  individual  member 
benefits  annual  statement  called  “Your  Retirement 
Report”  for  almost  75,000  employees  in  the  Local 
Governmental  Employees’  Retirement  System. 

• Assisted  in  legislation  which  was  effective  fuly  1,  1982 
causing  a pick  up  of  member  contributions  by  employers 
under  Section  414(h)(2)  of  the  Internal  Revenue  Code 
and  resulting  in  a tax  sheltering  of  these  contributions  in 
the  Teachers’  and  State  Employees’  Retirement  System 
and  the  Local  Governmental  Employees’  Retirement 
System. 

• Completed  a study  of  disability  retirements  for  the 
Roard  of  the  Law  Enforcement  Officers’  Renefit  and 
Retirement  Fund. 

• Converted  the  calculation  of  certain  complex  service 
purchases  from  a manual  to  a computer  basis  for  all 
retirement  systems. 

• Implemented  the  first  annual  wage  report  to  the  Social 
Security  Administration. 

• Adopted  new  actuarial  assumptions  for  the  Local 
Governmental  Employees’  Retirement  System  and  the 
Eaw  Enforcement  Officers’  Benefit  and  Retirement  Fund 
based  on  a Five-Year  Experience  Review. 

• Adopted  unisex  actuarial  factors  for  use  in  calculating 
joint  survivorship  payment  arrangements  in  the  Local 
Governmental  Employees’  Retirement  System  and  the 
Law  Enforcement  Officers’  Benefit  and  Retirement 
Fund. 

• Assisted  in  legislation  designed  to  limit  disability  retire- 
ment allowances  in  all  retirement  systems. 

• Compiled  and  distributed  an  Early  and  Optional 
Retirement  Factor  Tables  booklet  for  use  by  personnel  of- 
ficers and  others  who  counsel  with  members  of  the 
Teachers’  and  State  Employees’  Retirement  System  and 
the  Local  Governmental  Employees’  Retirement  System. 

• Assisted  in  legislation  of  a reform  nature  including  a re- 
quirement that  a member  have  at  least  five  years  of 
membership  service  in  order  to  retire  from  any  retire- 
ment system. 
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• Completed  a competitive  bidding  process  for  the  State’s 
hospital  and  medical  benefits  program  contractor  and 
assisted  the  newly  created  legislative  committee  responsi- 
ble for  this  program  in  selecting  the  successful  carrier  or 
administrator. 

• Completed  a conversion  of  members’  physical  file 
folders  to  a microfiche  system  for  the  Local  Governmen- 
tal Employees’  Retirement  System. 

Highlights /Three  Years  1978-81 

• Created  the  North  Carolna  Teachers’  and  State 
Employees’  Benefit  Trust  for  the  payment  of  death 
benefits  formerly  paid  from  the  retirement  systems 
which  resulted  in  these  benefits  being  considered  life  in- 
surance proceeds  for  tax  purposes. 

• Completed  the  Five-Year  Experience  Review  and 
adopted  new  actuarial  assumptions  for  the  Teachers’  and 
State  Employees’  Retirement  System. 

• Adopted  unisex  actuarial  factors  for  use  in  calculating 
joint  survivorship  payment  arrangements  in  the 
Teachers’  and  State  Employees’  Retirement  System. 

• Received  from  Department  of  State  Auditor  respon- 
sibility for  administration  of  the  Law  Enforcement  Of- 
ficers’ Benefit  and  Retirement  Fund,  converted  its 
records  and  accounts  to  a computer  base,  issued  the  first 
individual  member  benefits  statements  and  issued  new 
employee  benefits  handbooks. 

• Created  an  audio-visual  slide  presentation  for  use  in  an- 
nual regional  preretirement  seminars  for  the  Teachers’ 
and  State  Employees’  Retirement  System  and  the  Local 
Governmental  Employees’  Retirement  System. 

• Wrote  and  distributed  new  employee  benefits  booklets 
prepared  in  simpler  language  at  the  eighth  to  tenth 
academic  grade  level  for  all  retirement  systems. 

• Instituted  an  internal  retiree/beneficiary  audit  pro- 
gram to  investigate  fraudulent  benefit  payments  and 
recover  any  such  overpayments. 

• Converted  index  identification  files  from  physical  cards 
to  a computer  basis  for  all  retirement  systems. 

• Relocated  entire  Division  to  the  second  floor  of  the 
Albemarle  Building. 

• Provided  annual  statements  of  account  and  issued 
benefits  booklets  for  the  first  time  to  members  of  the 
judicial  group  of  retirement  systems. 

• Assumed  responsibility  for  benefit  payments  to  the 
members  of  the  North  Carolina  National  Guard. 

• Implemented  new  procedures  to  clear  outstanding 
retirement  and  refund  checks  for  all  retirement  systems. 

• Developed  a Divisional  operating  procedures  manual. 

• Implemented  procedures  to  issue  partial  first  month 
benefit  checks  to  new  retirees  in  all  retirement  systems. 

• Issued  a pamphlet  explaining  Divisional  appeal  pro- 
cedures for  contested  case  hearings  and  declaratory  rul- 
ings. 

• Prepared  and  distributed  an  annual  Administrator’s 
Report  which  compares  the  benefit  structures,  income, 
disbursements  and  funded  status  of  the  six  retirement 
systems. 

• Implemented  procedures  to  issue  annual  federal  forms 
1099R  for  income  tax  reporting  of  lump-sum  distribu- 
tions from  all  retirement  systems. 


Basic  Functions 

It  is  the  responsibility  of  the  Division  to  administer 
the  several  retirement  systems  and  benefit  programs 
with  policies  that  answer  to  two  constituencies.  The 
first  constituency  is  the  people  of  North  Carolina  who 
demand  honest,  efficient  and  useful  expenditure  of 
their  tax  dollars.  The  second  is  our  more  than  300,000 
active  and  retired  public  employees  who  demand  the 
same  honest  and  efficient  use  of  their  contributions, 
and  a just  reward  for  their  services  to  the  people  of 
North  Carolina. 

The  retirement  plans  administered  by  the  Division 
are: 

• Teachers’  and  State  Employees’  Retirement 

System 

• Local  Governmental  Employees’  Retirement 

System 

• Law  Enforcement  Officers’  Benefit  and  Retire- 
ment Fund 

• Uniform  fudicial  Retirement  System 

• Uniform  Solicitorial  Retirement  System 

• Uniform  Clerks  of  Superior  Court  Retirement 

System 

The  systems  are  governed  by  three  boards.  The 
State  Treasurer  is  ex  officio  Chairman  of  each  board. 
There  is  the  Board  of  Trustees  of  the  Teachers’  and 
State  Empoyees’  Retirement  System  composed  of  thir- 
teen active  and  retired  employees,  and  public 
members.  The  Board  of  Trustees  of  the  Local  Govern- 
mental Employees’  Retirement  System,  although 
legally  separate,  has  the  same  thirteen  members  plus 
two  members  representing  local  governments.  The 
Board  of  Commissioners  of  the  Law  Enforcement  Of- 
ficers’ Benefit  and  Retirement  Fund  is  completely 
distinct  from  the  other  boards  and  is  composed  of  nine 
active  and  retired  law  enforcement  officers  and  public 
citizens. 

In  addition  to  the  retirement  plans  administered  by 
this  Division,  it  is  also  responsible  for  administration 
of; 

• Public  Employees’  Social  Security  Agency 

• Disability  Salary  Continuation  Plan 

• Legislative  Retirement  Fund 

• National  Guard  Pension  Plan 

• Teachers’  and  Slate  Employees’  Benefit  Trust 

• State’s  Hospital  and  Medical  Benefits  Program 

The  administrative  expenses  of  the  retirement 
systems  in  the  Division  are  paid  by  receipts  from  the 
retirement  systems  based  on  a pro  rata  charge  which 
reflects  the  number  of  members  in  each  system  to  the 
total  universe  of  members  in  all  systems.  The  ad- 
ministrative expenses  of  other  statutory  programs  are 
paid  by  appropriations  by  the  General  Assembly  on  a 
similar  basis. 

All  retirement  systems  and  benefit  programs  in  the 
Division  are  operated  on  a calendar  year,  rather  than 
the  State’s  fiscal  year  basis.  For  this  reason,  all  data 
shown  for  the  Division  are  for  the  captioned  calendar 
year  ending  December  31. 
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The  Director  and  his  immediate  staff  are  responsi- 
ble for  the  overall  general  operation  of  the  Division 
and  carry  out  the  policies  and  directives  of  the  State 
Treasurer  and  the  various  governing  boards.  They 
assist  legislators  and  committees  of  the  General 
Assembly,  respond  to  news  media  inquiries,  act  on  ad- 
ministrative appeals  by  individual  members  of  the 
retirement  systems,  work  with  associations  and 
organizations  of  employees  and  employers,  and  pro- 
vide information  to  State  departments,  agencies  and 
institutions,  and  local  governments.  The  staff  also  per- 
forms planning  and  research  functions  and  directs 
special  projects. 

Significant  Projects 

Legislation  in  the  1981  and  1982  Sessions 

Much  of  the  work  of  the  Director  and  his  staff  dur- 
ing 1981-82  revolved  around  legislation  introduced  in 
the  1981  Regular  Session  of  the  General  Assembly 
(January  to  July  1981)  and  the  October  1981  and  June 
1982  Sessions.  Legislation  was  drafted  and  actuarial 
notes  acquired  for  sixty-six  bills  on  retirement  and 
health  benefits.  Important  legislation  was  enacted  by 
limiting  disability  retirement  benefits  to  no  more  than 
an  unreduced  service  retirement  allowance  (age  65  or 
30  years  of  service)  and  offsetting  the  allowance  by  any 
ability  to  engage  in  gainful  employment.  Other 
reform-type  legislation  requires  a member  of  any 
retirement  system  to  have  at  least  five  years  of  service 
to  qualify  for  a retirement  allowance. 

Employee  Contributions  Tax  Shelter 

The  tax  sheltering  of  the  contributions  of  employees 
covered  under  the  Teachers’  and  State  Employees’  and 
Local  Governmental  Employees’  Retirement  Systems 
was  accomplished  in  the  June  1982  Session  of  the 
General  Assembly.  This  Act  of  the  legislature  was  a 
“pick  up’’  of  employee  contributions  by  employers  per- 
mitted under  Section  414(h)(2)  of  the  Internal 
Revenue  Gode  for  qualified  governmental  plans.  The 
effect  was  to  increase  the  net  take-home  pay  of 
employees  who  are  members  of  these  systems  by  from 
2 % to  4 % because  income  taxes  are  deferred  on  6 % of 
their  salaries.  Also  part  of  this  legislation  is  a require- 
ment that  the  boards  governing  the  Law  Enforcement 
Officers’  benefit  and  Retirement  Fund  and  the  judicial 
group  of  retirement  systems  report  to  the  1983  Session 
of  the  General  Assembly  on  those  changes  in  State  law 
necessary  to  qualify  and  cause  income  tax  sheltering  of 
employees’  contributions  to  these  systems. 

Changes  in  Actuarial  Assumptions  and  Factors 

The  Director,  who  serves  as  secretary  to  the  boards 
of  trustees  and  commissioners,  recommended  changes 
in  actuarial  assumptions  and  unisex  joint  survivorship 
factors  which  were  adopted  by  the  boards  of  the  Local 
Governmental  Employees’  Retirement  System  and  the 
Law  Enforcement  Officers’  Renefit  and  Retirement 
Fund.  These  changes  were  based  on  an  examination  of 


actual  experience  over  the  past  five  valuation  years 
versus  the  actuarial  assumptions  previously  adopted 
by  the  boards. 

Member  Benefit  Statements 

Working  with  the  Department’s  computer  staff,  the 
Director  designed  an  individual  member  statement  for 
members  of  the  Local  Governmental  Employees’ 
Retirement  System.  The  statement  contained,  for  the 
first  time,  data  relative  to  each  member’s  service, 
salary,  age  and  benefit  rights.  Another  achievement  in 
the  computer  area  was  to  implement  machine  calcula- 
tion of  the  full  actuarial  cost  for  service  purchases. 
This  freed  one  employee,  who  had  previously  made 
these  calculations,  for  reassignment  to  the  data  con- 
version effort. 

New  Factor/Calculation  Booklets 

With  the  assistance  of  the  Department’s  word  pro- 
cessing center  staff,  the  Director’s  staff  compiled  a 
booklet  containing  step-by-step  instructions  on 
calculating  retirement  allowances  and  all 
mathematical  factors  used  in  such  calculations  for 
members  of  the  Teachers’  and  State  Employees’  and 
Local  Governmental  Employees’  Retirement  Systems. 
The  booklets  were  then  distributed  to  all  personnel  of- 
ficers and  other  persons  who  assist  members  with 
retirement  benefits. 

Competitive  Bid  for  Medical  Benefits 

The  Director  and  his  staff  worked  with  the 
legislative  Gommittee  on  Employee  Hospital  and 
Medical  Renefits  in  a competitive  bidding  process  for 
the  State’s  group  contract  for  hospital  and  medical 
care  coverage.  A nationally  recognized  consulting  firm 
was  engaged  by  the  Division  to  assist  the  staff  in 
preparing  a request  for  proposals  which  was  then  sent 
to  all  insurance  carriers  and  companies  licensed  to  do 
business  in  North  Garolina,  and  to  third  party  ad- 
ministrators. The  companies  were  asked  to  submit 
proposals  for  a conventional  insurance-type  arrange- 
ment and/or  plan  administration  only  with  the  State  a 
self-insurer.  Four  proposals  were  received  from  two 
firms.  They  were  Blue  Gross  and  Blue  Shield  of  North 
Garolina  and  EDS  Federal  Gorporation.  The 
legislative  Gommittee  recommended  that  the  State 
self-insure  this  program  and  award  the  contract  to 
EDS  Federal  Corporation.  The  General  Assembly, 
because  of  a question  of  constitutionality  surrounding 
the  powers  of  the  Committee,  enacted  legislation 
creating  a new  Board  of  Trustees  of  the  Teachers  and 
State  Employees  Comprehensive  Major  Medical  Plan. 
The  new  Board  is  housed  in  the  Office  of  State  Budget 
and  Management.  The  responsibilities  of  the  Board  of 
Trustees  of  the  Teachers’  and  State  Employees’  Retire- 
ment System  for  administration  were  repealed,  effec- 
tive October  1,  1982. 
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Benefits  Processing  Section 

This  Section  is  charged  with  the  primary  respon- 
sibility of  calculating  and  paying  retirement  benefits 
and  refunds  for  members.  In  addition,  the  staff  in  this 
Section  calculates  the  cost  to  purchase  service  credits 
(i.e.  military  service,  out-of-state  service,  and  repay- 
ment of  withdrawn  accounts).  They  also  handle  the 
operations  of  the  Disability  Salary  Continuation  Plan 
and  the  calculation  and  payment  of  death  claims  and 
death  benefits. 

Because  of  the  expertise  of  the  employees  of  this  Sec- 
tion in  calculating  retirement  allowances,  they  have 
been  given  the  responsibility  of  determining  members’ 
service  history  from  physical  files  and  then  converting 
this  information  to  a computer  data  base.  In  1981-82, 
this  Section  successfully  completed  this  conversion  for 
75,000  members  of  the  Local  Governmental 
Employees’  Retirement  System  and  began  the  same 
conversion  for  almost  240,000  members’  accounts  in 
the  Teachers’  and  State  Employees’  Retirement 
System.  This  second  phase  of  the  conversion  should  be 
completed  in  two  to  three  years. 

This  Section  also  began  an  on-going  program  to  be 
certain  that  all  eligible  law  enforcement  officers  are 
covered  under  the  Separate  Benefit  Fund  portion  of 
the  Law  Enforcement  Officers’  Benefit  and  Retire- 
ment Fund. 

Data  Control  Section 

This  Section  has  three  functional  components  as 
follows: 

Payroll  Audit:  Processing  incoming  payroll  reports  for 
all  retirement  systems. 

Error  Checking:  Corrections  of  computer  based  er- 
rors. 

Data  Transmittal:  Processing  of  all  data  to  and 
verification  of  reports  from  the  Department  data  pro- 
cessing/computer group.  Also  included  is  the  proofing 
of  data  processing  registers  for  records,  retirements, 
and  refunds. 

An  achievement  in  this  Section  in  1981-82  was  to  in- 
crease the  participation  of  retirees  in  the  Electronic 
Funds  Transfer  (EFT)  program  by  25%  in  the  Law 
Enforcement  Officers’  Benefit  and  Retirement  Fund. 
Also,  a concentrated  effort  to  increase  EFT  participa- 
tion was  started  for  retirees  in  the  other  retirement 
systems. 

This  Section  began  transferring  monies  in 
miscellaneous  accounts,  that  is,  accounts  created  when 
contributions  are  remitted  without  an  employee 
membership  enrollment,  to  the  Pension  Accumulation 
Funds  of  the  appropriate  retirement  systems.  This  ac- 
tivity started  only  after  an  Opinion  of  the  Office  of  At- 
torney General  was  issued  advising  that  these  monies 
are  not  subject  to  the  Escheat  laws  because  of  the 
State’s  constitutional  provision  protecting  the  various 
trust  funds. 


Responsibility  for  a check-control  inventory  pro- 
gram was  assigned  to  this  Section  replacing  such  a pro- 
gram previously  under  the  Department’s  computer 
staff. 

Accounting  Section 

This  Section  is  responsible  for  the  recording  and 
depositing  of  funds,  posting  of  data  to  journals  and 
ledgers,  preparation  of  vouchers,  budget  reports  and 
all  external  financial  reporting.  The  three  functional 
components  of  this  Section  are  as  follows: 

Cash  Book  and  Budget  Reports:  Involves  the  prepara- 
tion of  the  receipts  and  disbursements  journals,  budget 
reports  and  vouchers. 

Batch  Posting  and  System  Transfers:  Involves  the 
recording  and  depositing  of  any  special  member  con- 
tributions and  the  transfer  of  funds  between  Systems. 
Deposits  and  Machine  Posting:  Involves  posting  of 
general  and  subsidiary  ledgers  and  the  deposit  of 
funds. 

Member  Services  Section 

This  Section  handles  all  written  and  telephone  com- 
munication with  members  who  have  general  questions 
about  their  accounts.  In  addition,  all  visitors  desiring 
general  information  about  their  retirement  accounts 
are  directed  to  this  Section. 

The  staff  of  this  Section  completed  an  in-depth 
study  of  disability  retirements  for  the  Law  Enforce- 
ment Officers’  Benefit  and  Retirement  Fund’s  Board  of 
Commissioners.  The  Board  accepted  the  report  on  the 
study  as  it’s  own  and,  based  on  the  report,  made 
several  recommendations  to  the  Division  Director  for 
administrative  changes  in  processing  disability  ap- 
plications. 

The  audio-visual  slide  presentation  used  in  the  an- 
nual preretirement  counseling  meetings  was  altered  to 
reflect  legislation  enacted  in  the  1981  Regular  Session 
and  October  1981  Session  of  the  General  Assembly. 

Records  Section 

Maintains  custody  of  all  member  and  unit  files. 

This  Section  completed,  in  1981-82,  the  conversion 
of  members’  individual  paper  file  folder  documents  to 
microfiche  for  the  Local  Governmental  Employees’ 
Retirement  System.  A concentrated  effort  to  ac- 
complish the  same  conversion  was  started  for 
members’  files  in  the  Teachers’  and  State  Employees’ 
Retirement  System.  Some  1,000  files  per  month  are  be- 
ing converted. 

Social  Security  Section 

This  Section  handles  the  reporting  of  wages  subject 
to  Social  Security.  Social  Security  contributions  are 
remitted  to  this  Section  from  covered  employing  units 
across  the  State.  The  contributions  are  transmitted  to 
the  Social  Security  Administration. 


This  Section  implemented  introduction  of  the  first 
annual  wage  reports,  for  the  tax  year  1981,  to  the 
Social  Security  Administration.  The  reports  had 
previously  been  submitted  on  a quarterly  basis.  Also, 
some  39  reporting  entities  were  assisted  in  a conversion 
to  magnetic  tape  reporting  and  with  formats  for  such 
acceptable  to  the  federal  government.  Previously,  only 
seven  entities  used  a magnetic  medium  for  wage  repor- 
ting. 

The  Retirement  Systems 
and  Trust  Funds 
Actuarial  Valuation 

The  actuarial  valuation  is  the  tool  used  by  an  ac- 
tuary to  assess  the  funding  progress  of  a retirement 
system  and  check  the  adequacy  of  the  contribution 
rates  which  have  been  established  to  fund  the  system. 
An  actuarial  valuation  is,  in  effect,  an  inventory  of  the 
assets  and  liabilities  under  a retirement  system  at  a 
specific  point  in  time.  Information  is  collected  cover- 
ing all  of  the  active  members  and  all  of  the  retired 
members  and  other  beneficiaries  who  are  receiving 
benefit  payments.  In  this  way,  everyone  who  has  been 
promised  a benefit  from  the  system  is  included  in  the 
actuarial  calculations  to  determine  the  present  value 
of  the  system’s  liabilities.  These  liabilities  are  then 
compared  to  the  system’s  assets  and  calculations  are 
made  to  determine  whether  the  contribution  rates  will 
be  adequate  to  fund  the  uncovered  liabilities  in  the 
time  period  originally  established.  Annual  valuations 
are  made  so  as  to  permit  gradual  changes  in  the  con- 
tribution level  and/or  funding  period  and  keep  the 
funding  on  a proper  course.  The  annual  valuation  is 
used  by  the  actuary  to  compare  actual  separation, 
compensation  and  investment  experience  with  the  ac- 
tuarial assumptions  used  in  the  valuation  of  the 
liabilities  of  the  system. 

The  actuarial  valuation  balance  sheets  for  each 
retirement  system  are  included  with  the  exhibits.  The 
assets  and  liabilities  except  for  the  Law  Enforcement 
Officers’  Benefit  and  Retirement  Fund  are  self- 
explanatory  for  the  most  part.  Some  additional  ex- 
planations which  will  be  helpful  are:  the  Annuity  Sav- 
ings Fund  is  the  “Employee  Reserves”;  the  Pension  Ac- 
cumulation Fund  is  the  total  of  the  “Annuitant 
Reserves”  and  the  “Employer  Reserves”,  and  the 
reserve  on  account  of  undistributed  gains  is  the 
amount  which  may  be  used  to  reduce  the  liquidation 
period,  employer  rate,  or  to  provide  improved 
benefits. 

The  Law  Enforcement  Officers’  Benefit  and  Retire- 
ment Fund  is  organized  in  a different  manner  from  the 
other  pension  funds.  The  equivalent  tables  are:  the 
Regular  Contribution  Account  and  the  Special  Con- 
tribution Account  (voluntary  additional  payments 
made  by  the  employers  directly  for  the  employee)  are 
shown  together  in  the  “Employee  Reserve”;  the  Ac- 
cumulation Account  is  the  total  of  the  “Annuitant 


Reserve”  and  the  “Employer  Reserve”;  and,  the 
Special  Benefit  Fund  is  the  “Special  Benefit  Reserve” 
which  accounts  for  the  one-third  of  the  court  costs 
dedicated  to  funding  the  accident,  sickness  and  death 
benefit  program. 

Funding  of  the  Systems 

The  six  retirement  systems  described  in  this  report 
are  being  funded  on  a full  actuarial  reserve  basis  and 
use  the  entry  age  normal  cost  method  as  the  actuarial 
cost  approach.  Under  this  entry  age  normal  cost 
method,  the  normal  contribution  percentage  rate  is 
calculated  on  the  basis  of  the  adopted  actuarial 
assumptions  as  the  level  percentage  of  the  compensa- 
tion of  the  average  new  member  which,  if  contributed 
throughout  the  entire  period  of  active  serviee,  would 
be  sufficient,  together  with  his  eontributions,  to  sup- 
port all  the  benefits  payable  on  his  account.  The  ac- 
crued liability  is  the  difference  between  total  liabilities 
and  the  present  value  of  future  normal  cost  contribu- 
tions and  the  members’  future  contributions.  All  ex- 
perience gains  and  losses  are  reflected  in  the  amount  of 
the  unfunded  accrued  liability  and  thereby  affect  the 
period  of  liquidation. 

All  retirement  systems  are  joint  contributory  de- 
fined benefit  plans  with  contributions  made  by  both 
employees  and  employers.  Each  active  member  con- 
tributes six  pereent  (6%)  of  his  compensation  for 
creditable  service  by  monthly  payroll  deduction. 
Employers  make  monthly  contributions  based  on  a 
percentage  rate  of  the  member’s  compensation  for  the 
month.  Employer  contribution  rates  are  actuarially 
calculated  on  a level  full  funding  basis  using  the  entry 
age  normal  cost  method. 

Contributions  from  employees  are  aceounted  for  in 
the  Employee  Reserve  (Annuity  Savings  Fund).  The 
amounts  in  the  Employee  Reserve  are  liabilities 
payable  to  the  employee  if  he  elects  to  withdraw  from 
the  retirement  system  after  leaving  service  and  before 
retirement.  Contributions  from  employers  are  ac- 
counted for  in  the  Employer  Reserve  (Pension  Ac- 
cumulation Fund).  When  a member  retires,  the 
amount  of  his  accumulated  contributions  is  trans- 
ferred from  the  Employee  Reserve  to  the  Annuitant 
Reserve  and  an  amount  of  the  retiree’s  future  benefits 
is  transferred  from  the  Employer  Reserve  to  the  An- 
nuitant Reserve.  During  each  year  in  which  there  is 
any  increase  in  benefits  payable  to  present  retirees,  a 
sum  equal  to  the  present  value  of  that  increase  is  also 
transferred  from  the  Employer  Reserve  to  the 
Annuitant  Reserve. 

Funded  Status  of  the  Retirement  Systems 

As  already  explained,  the  actuary  plays  an  ex- 
tremely important  role  with  respect  to  providing  ad- 
vice on  how  to  fund  the  Retirement  Systems.  The  con- 
sistent use  of  conservative  actuarial  assumptions  and 
an  approved  actuarial  cost  method  over  the  years  since 
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Chart  11 


the  establishment  of  the  retirement  systems,  on  the 
recognition  of  all  promised  benefits  in  the  actuarial 
liabilities,  have  resulted  in  retirement  systems  which 
can  be  labeled  as  “actuarially  sound”. 

An  often  asked  question  of  the  administrators  of  a 
retirement  system  is  “What  is  the  funded  status  of  the 
System(s)?”  A simple  measure  for  determining  the 
funded  status  of  a System  is  to  relate  the  total  present 
assets  to  total  accrued  liabilities  to  determine  a funded 
ratio.  The  total  accrued  liabilities  are  found  by  adding 
the  assets  and  the  unfunded  accrued  liabilities.  For 
purposes  of  comparison,  the  funded  ratio  for  the 
retirement  systems  is  graphically  illustrated  in  Chart 
11. 

Teachers’  and  State  Employees’ 

Retirement  System  of  North  Carolina 
(State  System)  N.C.G.S.  135-1 
Through  135-18.5 

The  State  System  has  the  largest  assets  and  member- 
ship of  the  retirement  systems  administered  by  the 
Division.  The  System  provides  benefits  to  all  full-time 
teachers  and  State  employees  in  all  public  school 
systems,  universities,  departments,  institutions,  and 
agencies  of  the  State  and  is  governed  by  a Board  of 
Trustees  with  the  State  Treasurer  serving  as  Chair- 
man. The  General  Assembly  enacted  the  Teachers’ 
and  State  Employees’  Retirement  Act,  effective  on  July 
1,  1941,  creating  the  Teachers’  and  State  Employees’ 
Retirement  System  of  North  Carolina. 

This  System  began  operations  with  a membership  of 
42,878  teachers  and  State  employees  and  with  ap- 
propriations from  the  State  of  $1,838,000.  The 
membership  of  the  State  System  has  grown  over  the 
years  in  proportion  to  the  growth  in  size  and  comp- 
lexity of  the  public  schools  and  the  State  government. 
The  membership  of  the  State  System  at  December  31, 
1981  was  282,922  and  included  43,017  retired 
members  and  beneficiaries  of  deceased  retired 
members  and  invested  assets  of  about  $4.4  billion. 
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The  Three  Systems  on  the  lower  chart  reflect  a lower  funded  percentage.  These  Systems  are 
several  years  old  and  the  unfunded  accrued  liability  is  greater  because  prior  service  was  of- 
fered to  the  members  at  no  cost.  If  the  funded  ratio  on  these  charts  were  100%  , there  would 
be  no  unfunded  accrued  liability  and  the  employer  contribution  would  consist  of  only  the 
normal  contribution  (for  current  service).  The  System  would,  in  this  case,  he  considered 
“fully  funded”. 
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Since  the  inception  of  the  Retirement  System,  the 
amounts  of  money  paid  to  members  in  the  form  of 
retired  benefits,  withdrawal  of  contributions  and 
death  benefits  have  shown  a dramatic  increase.  A 
graphic  presentation  of  this  increase  is  shown  in 
Exhibit  M. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  State  System  as  they  existed  at 
December  31,  1981  and  December  31,  1980  is  shown 
in  Exhibit  N.  The  distribution  of  the  investments  of  the 
assets  of  the  State  System  as  of  December  31,  1981  is 
shown  in  Chart  12: 

Chart  12 

Teachers’  and  State  Employees’  Retirement  System 
Distribution  of  Investments 
December  31,  1981 

Long-Term  Fixed  Income  Investment  Fund  $3,614,310,453 
Short-Term  Fixed  Income  Investment  Fund  47,223,485 
Equity  Investment  Fund  675,743,086 

Total  $4,337,277,024 


Operations  of  the  State  System  during  the  calendar 
year  1981  resulted  in  total  receipts  of  $801,710,234 
and  total  expenditures  of  $242,682,459.  The  expen- 
ditures are  increasing  more  rapidly  than  receipts 
because  of  the  combination  of  generally  increasing  an- 
nual benefits  to  members  and  the  increasing  number 
of  retired  members  in  the  System.  Chart  13  shows  the 
relationship  of  the  various  sources  of  funds  to  the 
various  applications  of  funds.  A Statement  of  Income 
and  Changes  in  Reserves  for  the  calendar  years  1981 
and  1980  is  shown  in  Schedule  N-1. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
State  System  as  of  January  1,  1981  is  shown  in 
Schedule  N-2.  Actuarial  gains  and  losses  are  reflected 
in  the  accrued  liability  and  thereby  affect  the  period  of 
liquidation.  The  asset  valuation  method  is  based  on 
cost  value.  The  actuarial  economic  assumptions  are  an 
interest  rate  of  7 V2  % per  year  and  average  rates  of 
salary  increase  of  IVi  % . The  assumed  rates  for  mor- 
tality, withdrawal,  disability  and  service  retirement 
are  based  on  actual  experience. 


Chart  13 


Teachers’  and  State  Employees’  Retirement  System 
of  North  Carolina 
Year  Ended  December  31,  1981 


Sources  of  Funds 


Applications  of  Funds 
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Based  on  the  latest  actuary’s  report,  the  Board  of 
Trustees  had  set  the  employer  contribution  rate  at 
9.92%  of  covered  payroll.  However,  because  of  post- 
retirement  increases  to  retirees/ beneficiaries  enacted 
in  the  1982  Regular  Session  of  the  General  Assembly, 
this  rate  was  increased  to  9.93%  effective  July  1,  1982. 
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^ _ On  this  basis,  the  total  employee  and  employer  rate  of 

; contribution  is  adequate  to  fund  all  future  benefits 
^^ipresently  authorized  based  on  current  service  and  to 
’fund,  over  a period  of  24  years  from  January  1,  1981, 
the  remaining  accrued  liability  for  past  service. 

North  Carolina  Local  Governmental 
Employees’  Retirement  System 
(Local  System) 

N.C.G.S.  128-21  through  128-38 

The  Local  System  is  maintained  for  the  employees 
of  cities,  towns,  counties,  boards,  commissions,  and 
other  entities  of  local  government  in  North  Carolina. 
The  System  is  governed  by  the  same  members  who 
serve  on  the  Board  of  Trustees  for  the  Teachers’  and 
State  Employees’  Retirement  System  of  North 
Carolina,  with  the  exception  that  two  additional 
members  serve  on  the  Local  Governmental  Employees’ 
Retirement  System  Board  of  Trustees  to  represent  the 
counties  and  towns  which  are  member  units  of  the 
System. 

Because  participation  of  local  governments  in  this 
System  is  voluntary,  the  operation  of  the  Local  System 
is  dependent  upon  the  acceptance  and  continuing 
financial  support  of  the  governing  bodies  and 
employees  of  local  governments.  Approval  and  accep- 
tance are  evidenced  by  the  fact  that  as  of  December 
31,  1981,  569  cities,  towns,  counties,  and  local  com- 
missions had  chosen  to  participate  in  the  Local 
System. 

This  system  began  operations  in  1945  with  18  par- 
ticipating local  governments,  2,102  members,  and 
assets  of  $178,053.  The  membership  of  the  Local 
System  as  of  December  31,  1981  was  74,794  and  in- 
cluded 8,434  retired  members  and  beneficiaries  of 
deceased  members.  Invested  assets  as  of  this  date 
amounted  to  about  $730  million. 

As  with  the  State  System,  payments  made  to 
members  and  beneficiaries  in  the  Local  System  have 
reflected  a vast  increase  over  the  years  since  the  system 
was  established  on  July  1,  1945.  A graphic  presenta- 
tion of  this  increase  is  shown  on  Exhibit  O. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  Local  System,  as  they  existed  at 
December  31,  1981,  and  December  31,  1980,  is  shown 
in  Exhibit  P.  The  distribution  of  investments  of  the 
assets  of  the  Local  System  as  of  December  31,  1981  is 
shown  in  Chart  14. 


Chart  14 


Local  Governmental  Employees’  Retirement  System 
Distribution  of  Investments 
Deeember  31,  1981 


Long-Term  Fixed  Income  Investment  Fund 
Short-Term  Fixed  Income  Investment  Fund 
Equity  Investment  Fund 


Total 


$614,227,873 

8,372,678 

104,130,618 

$726,731,169 


Operations  of  the  Local  System  during  the  year 
1981  resulted  in  total  receipts  of  $148,075,472  and 
total  expenditures  of  $39,456,677.  The  receipts  are  in- 
creasing more  rapidly  than  expenditures  because  of  the 
generally  increasing  number  of  participating  local 
governments,  number  of  active  members,  and  com- 
pensation paid  to  members.  Chart  15  shows  the  rela- 
tionship of  the  various  sources  of  funds  and  the  various 
applications  of  funds.  A Statement  of  Income  and 
Changes  in  Reserves  for  the  1981  and  1980  plan  years 
is  shown  in  Schedule  P-1. 


Chart  15 


North  Carolina  Local  Governmental 
Employees’  Retirement  System 
Year  Ended  Deeember  31,  1981 


Sources  of  Funds 
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The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
Local  System,  as  of  January  1,  1981,  is  shown  in 
Schedule  P-2.  The  valuation  utilizes  a frozen  accrued 
liability  with  gains  and  losses  reflected  in  the  normal 
rate  of  contribution.  The  asset  valuation  method  is 
based  on  cost  value.  The  actuarial  economic  assump- 
tions were  an  interest  rate  of  6%  per  year  and  com- 
patible future  rates  of  salary  increase  for  this  valua- 
tion. Future  valuations  will  be  based  on  economic 
assumptions  of  IVz  % interest  rates  with  compatible 
rates  of  salary  increase.  The  assumed  rates  for  mor- 
tality, withdrawal,  disability  and  service  retirement 
are  based  on  actual  experience. 

The  Board  of  Trustees  has  set  the  employer  normal 
contribution  rate  at  4.16%  of  covered  payroll  for  each 
employing  unit.  The  accrued  liability  rate,  if  any, 
varies  with  the  employing  units  depending  on  the 
amount  of  prior  service  which  is  awarded  to  the 
members.  The  normal  contribution  rate  was  increased 
to  4.41%  effective  July  1,  1982,  as  a result  of  legisla- 
tion which  provided  an  additional  cost-of-living  in- 
crease for  retired  members. 

The  Law  Enforcement  Officers’ 

Benefit  and  Retirement  Fund  (LEO) 

N.C.G.S.  143-166 

The  Law  Enforcement  Officers’  Benefit  and  Retire- 
ment Fund  (LEO)  was  established  on  July  1,  1940; 
however,  it  did  not  come  under  the  jurisdiction  of  the 
Department  of  State  Treasurer  until  July  1,  1978  when 
the  North  Carolina  General  Assembly  enacted  legisla- 
tion to  transfer  it  from  the  Department  of  State 
Auditor.  The  Fund  is  maintained  for  full-time  and 
permanent  employees  of  the  State  of  North  Carolina, 
or  any  political  subdivision  thereof,  who  serve  as  law 
enforcement  officers,  clothed  with  the  power  of  arrest, 
and  whose  primary  duty  is  that  of  enforcing  the 


criminal  laws  of  the  State  or  serving  civil  processes. 
While  the  benefit  structure  of  the  Fund  is  very  similar 
to  the  other  retirement  systems  administered  by  the 
Department  of  State  Treasurer,  it  is  governed  by  a 
Board  of  Commissioners  rather  than  the  Boards  of 
Trustees  which  govern  the  other  systems. 

As  with  the  other  systems,  LEO  benefits  in  retiree 
allowances,  refunds  and  death  payments  have  steadily 
increased  over  the  years.  A graphic  presentation  of  this 
increase  is  shown  on  Exhibit  Q. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  LEO  Fund  as  they  existed  on 
December  31,  1981,  and  December  31,  1980,  is  shown 
in  Exhibit  R.  The  distribution  of  investments  of  the 
assets  of  the  LEO  Fund  as  of  December  31,  1981  is 
shown  in  Chart  16: 

Law  Enforcement  Officers’ 

Benefit  and  Retirement  Fund 
Distribution  of  Investments 
December  31,  1981 

Long-Term  Fixed  Income  Investment  Fund 
Short-Term  Fixed  Income  Investment  Fund 
Equity  Investment  Fund 
Total 

Operations  of  the  LEO  Fund  during  the  calendar 
year  1981  resulted  in  total  receipts  of  $49,010,335  and 
total  expenditures  of  $10,628,634.  The  expenditures 
are  increasing  more  rapidly  than  receipts  because  of 
the  combination  of  generally  increasing  annual 
benefits  to  members  and  the  increasing  number  of 
retired  members  in  the  System. 

Chart  17  shows  the  relationship  of  the  various 
sources  of  funds  to  the  various  applications  of  funds.  A 
Statement  of  Income  and  Changes  in  Reserves  for  the 
calendar  years  1981  and  1980  is  shown  in  Schedule 
R-1. 


Chart  16 


$225,641,250 

2,536,067 

39,295,441 

$267,472,758 


Law  Enforcement  Officers’  Benefit  and 
Retirement  Fund 
Year  Ended  December  31,  1981 


Chart  17 


Sources  of  Funds  Applications  of  Funds 
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The  LEO  Fund  began  operations  with  4,000 
members  and  total  assets  of  $398,254.  As  of  Deeember 
31,  1981,  the  membership  has  increased  to  11,425,  in- 
cluding 1,226  retired  members,  and  invested  assets  of 
about  $270  million.  The  increase  in  the  growth  of 
LEO  is  reflected  in  the  amount  of  payments  made 
since  1971,  as  indicated  on  Exhibit  Q.  It  should  also  be 
noted  that  since  LEO  has  been  transferred  to  the 
Department  of  State  Treasurer,  bookkeeping  and 
auditing  functions  are  maintained  on  a calendar  year 
basis  effective  January  1,  1979,  as  they  are  in  the  other 
systems. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the 
LEO  Fund  as  of  January  1,  1981  is  shown  in  Schedule 
R-2.  Actuarial  gains  and  losses  are  reflected  in  the  ac- 
crued liability  and  thereby  affect  the  period  of  liquida- 
tion. The  asset  valuation  method  is  based  on  cost 
value.  The  actuarial  economic  assumptions  were  an 
interest  rate  of  6%  per  year  and  compatible  future 
rates  of  salary  increase  for  this  valuation.  Future 
valuations  will  be  based  on  economic  assumptions  of 
IVi  % interest  rate  with  comparable  rates  of  salary  in- 
crease. The  assumed  rates  for  mortality,  withdrawal, 
disability  and  service  retirement  are  based  on  actual 
experience. 

Based  on  the  actuary’s  report,  the  Board  of  Com- 
missioners set  the  employer  contribution  rate  at  6.71  % 
of  covered  payroll,  reduced  by  receipts  from  court 
costs  estimated  at  the  rate  of  1.20%,  for  a net 
employer  contribution  of  5.51%  of  covered  payroll 
payable  by  the  State.  On  this  basis,  the  total  employee 
and  employer  rate  of  contribution  is  adequate  to  fund 
all  future  benefits  based  on  current  service  and  to 
fund,  over  a period  of  25  years  from  January  1,  1981, 
the  remaining  accrued  liability.  Subsequent  action  of 
the  1981  Session  of  the  General  Assembly  set  the  net 
employer  contribution  rate  at  6.08%  of  covered 
payroll  effective  July  1,  1982. 

Uniform  Judicial  Retirement  System  of 
North  Carolina  (Judicial  System) 

N.C.G.S.  135-50  through  135-71 

Uniform  Solicitorial  Retirement  System  of 
North  Carolina  (Solicitorial  System) 

N.C.G.S.  135-77  through  135-78 

Uniform  Clerks  of  Superior  Court 
Retirement  System  of  North  Carolina 
(Clerks  of  Court  System) 

N.C.G.S.  135-84  through  135-85 

The  Judicial  System  was  created  by  the  1973  Session 
of  the  General  Assembly  to  be  effective  January  1, 
1974.  The  membership  of  the  Judicial  System  is  com- 
posed of  judges  and  justices  of  the  General  Court  of 
Justice  of  North  Carolina.  Prior  to  the  creation  of  this 
System,  judges  of  the  Superior  Court,  Appellate 
Court,  and  justices  of  the  Supreme  Court  received  a 
pension  upon  retirement  which  was  a continuation  of 
compensation  appropriated  annually  by  the  General 
Assembly.  Included  in  the  membership  of  this  System 


as  retirees  were  judges  and  justices  previously  retired 
and,  for  the  first  time,  the  surviving  spouses  of 
previously  retired  judges  and  justices.  The  Courts’ 
Commission  was  responsible  for  the  design  of  the 
benefit  structure  and  funding  provisions  of  the  Judicial 
System.  There  were  355  members  including  115 
retirees  in  receipt  of  allowances  as  of  December  31, 
1981.  During  1981  the  monthly  allowances  paid  totall- 
ed $1,676,928  and  death  benefits  paid  amounted  to 
$36,960. 

The  Solicitorial  System  was  established  by  the  1973 
Session  (Second  Session  1974)  of  the  General  Assembly 
to  provide  retirement  benefits  similar  to  the  Judicial 
System  for  the  solicitors  and  district  attorneys  of  the 
General  Court  of  Justice.  These  officials  were 
previously  members  of  the  State  System.  There  were 
49  members  including  seven  retirees  in  receipt  of 
allowances  as  of  December  31,  1981.  During  1981  the 
monthly  retirement  allowances  paid  totalled  $108,498 
and  there  were  no  death  benefits  paid. 

The  Clerks  of  Court  System  was  created  by  the  1975 
Session  of  the  General  Assembly  to  provide  retirement 
benefits  similar  to  the  Judicial  System  for  all  Clerks  of 
the  Superior  Court  Division  of  the  General  Court  of 
Justice.  These  officials  were  previously  members  of  the 
State  System.  There  were  133  members  including  32 
retirees  in  receipt  of  monthly  allowances  as  of 
December  31,  1981.  During  1981  the  monthly  retire- 
ment allowances  paid  totalled  $273,943  and  death 
benefits  paid  totalled  $19,056. 

The  Statements  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  Judicial,  Solicitorial,  and  Clerks  of 
Court  Systems  are  shown  in  Exhibits  S,  T and  U,  as  of 
December  31,  1981  and  December  31,  1980,  respec- 
tively. Statements  of  Income  and  Changes  in  Reserves 
for  the  1981  and  1980  plan  years  are  shown  in 
Schedules  S-1,  T-1  and  U-1,  respectively. 

These  three  systems  are  funded  on  the  same  level 
full  funding  basis  as  the  State  and  Local  Systems.  The 
actuarial  economic  assumptions  were  an  interest  rate 
of  5%  per  year  and  compatible  future  rates  of  salary 
increase.  The  latest  Actuary’s  Valuation  Balance 
Sheet,  as  of  January  1,  1981,  for  the  Judicial, 
Solicitorial,  and  Clerks  of  Court  Systems  are  shown  in 
Schedules  S-2,  T-2,  and  U-2,  respectively.  Future 
valuations  will  be  based  on  economic  assumptions  of 
IV’L  % interest  rate  with  comparable  rates  of  salary  in- 
crease. The  employer  contribution  rates  and  the  fun- 
ding period  for  prior  service  are  shown  in  Chart  18. 

Chart  18 


Employer  Contribution  Rates 
and  Funding  Periods 
As  of  January  1,  1981 


System 


Rate  Fimding  Period 


Judicial  30.77% 

Solicitorial  24 . 03  % 

Clerks  of  Court  29.00  % 


27  years 
23  V2  years 
33  V2  years 
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Legislative  Retirement  Fund  (Fund) 

N.C.G.S.  120-4.1  through  120-4.2 

The  Fund  was  created  by  the  1969  Session  of  the 
General  Assembly  as  a retirement  plan  for  members 
and  elected  officers  of  the  North  Garolina  General 
Assembly.  The  Fund  was  abolished,  prospectively,  by 
the  1973  Session  (Second  Session  1974).  The  abolishing 
Act  preserved  the  vested  and  inchoate  rights  of  the 
members  in  the  Fund  so  that  all  members  and  former 
members  of  the  General  Assembly  who  had  qualified 
by  virtue  of  service  as  of  1974  are  still  in  receipt  of 
monthly  allowances  or  may  apply  for  and  receive 
monthly  allowances  at  age  65.  There  were  62  former 
members  and  officers  of  the  General  Assembly  in 
receipt  of  allowances  with  a cost  in  the  year  ended 
December  31,  1981,  of  some  $95,700.  This  cost  is 
funded  by  a contribution  of  5%  of  compensation  paid 
by  members  at  retirement  and  an  annual  general  fund 
appropriation  made  to  the  General  Assembly. 

The  Fund  is  not  operated  as  a retirement  fund,  but 
as  a governmental  general  type  fund.  The  Statement 
of  Assets,  Liabilities  and  Fund  Balances  as  they  existed 
on  December  31,  1981  and  December  31,  1980  is 
shown  in  Exhibit  V.  The  Statement  of  Ghanges  in  the 
Fund  Balance  for  the  years  ended  1981  and  1980  is 
shown  in  Schedule  V-1. 

Health  Benefits  Program  For 

Teachers  And  State  Employees  (Health  Program) 

N.G.G.S.  135-35  through  135-36 

The  Health  Program  was  created  by  the  1971  Ses- 
sion of  the  General  Assembly  to  provide  a two-part 
program  consisting  of  hospital  and  medical  care 
benefits  and  disability  salary  continuation  benefits. 

Hospital  and  medical  care  benefits  have  been  pro- 
vided by  contract  with  Blue  Cross  and  Blue  Shield  of 
North  Carolina  since  July  1,  1972.  Eligible  subscribers 
include  (i)  all  permanent  and  full-time  teachers  and 
State  employees,  and  (ii)  retired  teachers.  State 
employees  and  their  surviving  spouses.  The  contract 
for  hospital  and  medical  care  benefits  is  determined  by 
the  Board  of  Trustees  by  a process  of  competitive  pro- 
posals and  negotiations.  The  individual  subscriber  cost 
for  active  teachers  and  State  employees  is  currently 
fully  funded  by  the  employer  as  provided  by  General 
Assembly  appropriations  bills.  Dependent  coverage  is 
available  at  an  additional  cost  to  the  individual.  The 
carrier  premiums  are  paid  to  and  claims  handled  by 
the  carrier. 

The  composition  of  the  health  and  medical  care 
benefits  coverage  group  as  of  the  last  quarter  in  the 
calendar  years  ended  1981  and  1980  are  shown  in 
Ghart  19. 


Health  Program  Membership 

Chart  19 

As  of  the  Last  Calendar 

Quarter 

1981 

1980 

Number  of  Employees 

192,661 

197,581 

Number  of  Employee  Dependents 

158,183 

182,165 

Number  of  Retirees 

42,937 

38,118 

Number  of  Retiree  Dependents 

26,145 

17,684 

Total  Covered 

419,926 

435,558 

Premiums  paid  to  the  carrier 

and  claims 

paid  to 

subscribers  by  the  carrier  during  the  fiscal  years 
1981-82  and  1980-81  are  shown  in  Ghart  20. 

Chart  20 

Health  Program 
Premiums  and  Claims  Paid 
For  the  Fiscal  Year 

1981/82  1980/81 

Premiums  $154,981,282  $128,876,873 

Claims  Paid  $151,210,291  $132,905,490 

Disability  salary  continuation  benefits  are  self- 
insured  and  are  administered  by  the  Division.  The 
North  Carolina  Employee  Disability  Fund  was 
established  to  guarantee  these  benefits  and  was  funded 
for  a period  of  three  years,  from  July  1,  1972  to  June 
30,  1975,  at  the  rate  of  $3.00  per  month  per  employee 
paid  by  the  employers.  In  1975  the  General  Assembly 
suspended  the  employer  contribution.  Since  that  time, 
benefits  have  continued  to  be  paid  from  the  invest- 
ment earnings  and  accumulated  reserves.  In  1977,  for 
the  first  time,  the  benefit  payments  exceeded  the  in- 
vestment earnings  and  the  difference  was  paid  from 
the  accumulated  reserves.  According  to  actuarial  pro- 
jections, the  reserves  against  future  employer  con- 
tributions could  be  exhausted  in  the  calendar  years 
1982  or  1983. 

The  Statement  of  Assets,  Liabilities  and  Reserve 
Balances  of  the  North  Carolina  Employee  Disability 
Fund  as  they  existed  on  December  31,  1981  and  1980  is 
shown  in  Exhibit  W with  the  Statements  of  Income 
and  Changes  in  Reserves  for  the  same  periods  shown  in 
Schedules  W-1.  The  Actuary’s  Valuation  Balance 
Sheet  as  of  January  1,  1981  is  shown  in  Schedule  W-2. 

Shown  in  Chart  21  are  certain  facts  relating  to  the 
number  of  disabled  members,  number  of  new  claims 
during  the  year,  the  claims  closed  during  the  year,  in- 
vestment earnings  and  amount  of  benefit  payments 
during  the  calendar  years  ended  1981  and  1980. 
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Chart  21 

Disability  Salary  Continuation  Plan 
Selected  Statistics 
For  the  Calendar  Years 


1981  1980 


Number  of  Disabled  Members  1,140  1,118 

New  Claims  During  the  Year  650  607 

Claims  Closed  During  the  Year  593  570 


Investment  Earnings  $1,251,408  $1,244,643 

Amount  of  Benefit  Payments  $2,102,477  $1,963,366 

Public  Employees’  Social  Security  Agency 
(Social  Security  Agency) 

N.C.G.S.  135-19  through  135-26 

The  Social  Security  Agency  administers  the  State’s 
responsibility  under  the  Social  Security  Agreement 
between  the  State  of  North  Carolina  and  the  Secretary 
of  Health,  Education,  and  Welfare.  This  Agreement 
was  entered  into  on  July  16,  1951.  This  Agreement  was 
executed  pursuant  to  authority  in  Section  218  of  the 
Federal  Social  Security  Act  and  Article  2,  Chapter  135 
of  the  General  Statutes  of  North  Carolina. 

The  provisions  of  the  Agreement  require  the  Social 
Security  Agency  to  provide  the  mechanics  of  coverage 
for  the  State  and  its  qualified  political  subdivisions,  to 
collect  and  transmit  employee  and  employer  contribu- 
tions, and  to  act  as  liaison  between  the  State  and  the 
Social  Security  Administration. 

During  the  calendar  year  ended  December  31,  1981 
the  Social  Security  Agency  remitted  $534,426,774  in 
employee  and  employer  social  security  contributions 
from  1,234  State  and  local  government  coverage  units 
for  more  than  452,274  public  employees  in  North 
Carolina. 

The  Statement  of  Assets  and  Liabilities  and  the 
Statement  of  Receipts  and  Disbursements  of  the  Social 
Security  Agency  for  the  year  ended  December  31, 1981 
are  shown  in  Exhibit  X and  Schedule  X-1,  respec- 
tively. 

Teachers  and  State  Employees  Benefit  Trust 
(Benefit  Trust) 

N.C.G.S.  135-5(1);  128-27(1)  and  143-166(z) 

The  Benefit  Trust  was  established  January  1,  1980, 
after  enabling  legislation  was  enacted  in  the  1979  Ses- 
sion of  the  General  Assembly,  by  the  Board  of  Trustees 
of  the  Teachers’  and  State  Employees’  Retirement 
System.  The  Board  of  Trustees  of  the  Local  Govern- 
mental Employees’  Retirement  System  and  the  Board 
of  Gommissioners  of  the  Law  Enforcement  Officers’ 
Benefit  and  Retirement  Fund  elected  to  become  par- 
ticipating affiliates  in  the  Trust  at  the  same  date.  The 
purpose  of  the  Benefit  Trust  is  to  provide  group  life  in- 
surance benefits  for  members  of  these  three  retirement 
systems.  Formerly,  identical  type  death  benefits  were 
provided  directly  by  these  retirement  systems. 


The  payment  of  a lump-sum  amount  from  the 
Trust  at  the  death  of  a covered  member  is  equal  to  the 
annual  compensation  of  such  member  to  a maximum 
payment  of  $20,000.  All  contributions  to  fund  this 
benefit  are  paid  by  State  and  local  governments,  par- 
ticipating in  one  of  the  three  retirement  systems,  to  the 
Trust  and  held  separate  and  apart  from  any  pension  or 
retirement  funds.  These  contributions  together  with 
investment  income  on  the  assets  are  used  exclusively  to 
pay  the  lump-sum  death  payments  and  the  ad- 
ministrative expenses  of  the  Trust. 

According  to  the  most  reliable  expert  information 
available,  the  benefits  under  the  Trust  constitute 
group  life  insurance  under  Section  79  of  the  Internal 
Revenue  Gode.  As  insurance,  the  benefit  payments  are 
excludable  from  the  gross  income  of  the  recipients  pur- 
suant to  the  provisions  of  Section  101(a)(1)  of  the 
Gode. 

The  funding  method  adopted  for  the  Benefit 
Trust  is  one-year  term  cost.  The  Statement  of  Assets, 
Liabilities  and  Fund  Balance  for  the  years  ended 
December  31,  1980  and  December  31,  1981  is  shown 
in  Exhibit  Y and  the  Statement  of  Income  and 
Ghanges  in  Reserves  for  the  same  periods  is  shown  in 
Schedule  Y-1.  The  number  of  deaths  and  amounts  of 
benefit  payments,  according  to  member  group,  during 
1981  are  shown  in  Chart  22.  Chart  23  shows  the  rela- 
tionship of  the  various  sources  of  funds  to  the  various 
applications  of  funds  in  calendar  year  1981. 

Chart  22 


Teachers’  and  State  Employees’  Benefit  Trust 
Life  Insurance  Payments 
Calendar  Year  1981 


Retirement  System 
Membership 


Number  of 

Payments  Amount 


Teachers  and  State  Employees  450 

Local  Governmental  Employees  95 

Law  Enforcement  Officers  16 


$5,516,250 

1,079,798 

217,375 
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North  Carolina  Teachers’  and  State  Employees’ 
Benefit  Trust 

Year  Ended  December  31,  1981 


Chart  23 


Sources  of  Funds 


Applications  of  Funds 


ENFORCEMENT  OFFICERS 
$346,032 

3.9% 


Exhibits  M,  N,  O,  P,  Q,  R,  S,  T,  U,  V,  W,  X and  Y 
and  supporting  statements  are  integral  parts  of  this 
report  concerning  the  Retirement  and  Health  Benefits 
Division. 
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Administrative 
Services  Division 


The  Administrative  Serviees  Division  provides  sup- 
port services  to  the  State  Treasurer  and  the  three 
operating  divisions.  General  support  services  include 
budget  management,  personnel  management,  and 
purchasing  and  mail  room  operations.  Since  1975, 
there  has  been  a dramatic  growth  in  the  technical  sup- 
port services  provided  by  the  Division.  The  additional 
services  include  data  processing,  word  processing  and 
technical  assistance  for  special  projects  such  as  cost 
benefit  studies,  management  audits  and  preparation 
of  technical  materials. 

In  1975,  the  Department  began  its  data  processing 
operations  with  a small  computer  designed  to  provide 
the  capacity  for  processing  the  State  warrants  drawn 
on  the  State  Treasurer.  Since  that  time  data  processing 
has  planned  its  growth  to  coincide  with  the  on-going 
improvements  being  made  by  the  operating  divisions. 
Some  of  the  more  significant  milestones  in  this  growth 
were  (a)  the  assumption  of  the  data  processing  for  the 
Retirement  Systems  (1977),  (b)  the  automation  of  the 
bond  ledger  for  Investment  Management  (1979),  and 
(c)  the  upgrading  to  a higher  capacity  more  useful  cen- 
tral processing  system  (1981).  Each  year  the  total 
amount  of  activity  has  increased.  Even  though  total 
costs  have  also  increased,  unit  costs  have  decreased. 
Some  of  the  recent  applications  installed  on  the  data 
processing  system  are  the  on-line  bank/budget  ledger 
system  for  Banking  Operations  and  the  first  applica- 
tions for  an  entirely  new  integrated  system  for  the 
Retirement  System. 

In  1978,  the  word  processing  function  was  started 
with  the  acquisition  of  two  word  processing  units  and 
the  transfer  of  three  positions  from  the  expected  users 
of  the  operation.  Gradually,  more  and  more  of  the 
typing  and  correspondence  has  been  shifted  to  the 
word  processing  units.  By  1982,  the  output  had  grown 
to  over  200,000  output  lines  per  month  requiring  five 
word  processors  for  the  production.  All  personnel  posi- 
tions have  been  transferred  from  the  user  divisions 
where  they  are  no  longer  required.  In  1979,  a new 
dimension  was  added  to  the  word  processing  operation 
by  the  acquisition  of  a photocomposer  to  replace  two 
Selectric  Gomposers  previously  used  by  the  State  and 
Local  Government  Finance  Division.  This  addition 
has  meant  that  the  Official  Statements  and  other 
presale  documentation  required  by  the  State  and 
Local  Government  Finance  Division  can  be  prepared 


in  a more  timely  manner  at  a lower  cost  to  the  local 
governmental  unit.  This  capability  also  enables  the 
other  Divisions  to  improve  the  quality  of  published 
manuals  and  reports  at  no  extra  cost  to  the  State. 

Escheat  and  Abandoned  Property  Administration  is 
a small  operating  function  of  the  Department.  Because 
it  does  not  fit  the  operating  patterns  of  the  operating 
divisions,  it  operates  as  a section  of  the  Administrative 
Services  Division. 

Table  of  Organization 


'Budget 
'Personnel 
'Purchasing 
'Mail  and  Supply 
' Analyst 

Highlights 

• Net  earnings  on  investments  from  the  Escheat  Fund 
were  $1,970,478,  which  are  used  for  the  benefit  of  the 
State  Education  Assistance  Authority. 

• All  physcial  files  in  the  Escheat  Fund  were  converted  to 
microfiche. 

• Under  a new  procedure,  all  escheat  reports  were 
entered  on  the  computer  for  historical  documentation 
and  ready  access  for  refunds  to  owners. 

• The  first  escheat  audit  was  performed  on  a reporting 
company  and  resulted  in  the  recovery  of  nearly  $14,000. 
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Chart  25 


• Technical  Assistance  was  rendered  in  the  areas  of: 

- Assistance  to  the  Investment  and  Banking  Divi- 
sion in  the  purchase  of  a perpetual  license  for  the 
investment  accounting  software  package. 

- Assistance  to  the  Retirement  and  Health  Benefits 
Division,  retirement  accounting,  and  in  the 
methodology  needed  for  automatically  counting 
retirement  service  credits  for  teachers. 

- Assistance  to  the  State  and  Local  Government 
Finance  Division  in  the  review  and  modernization 
of  debt  monitoring  programs. 

Support  Services 

Personnel:  As  a result  of  the  competitive  job  market 
in  the  private  sector,  recruitment  and  retention  of  key 
personnel  is  a major  concern  in  the  Department.  To 
remain  competitive,  the  Personnel  Section  carefully 
reviews  position  classifications  to  insure  fair  and 
equitable  salary  administration.  In  addition,  a con- 
centrated effort  is  made  to  inform  all  employees  of  the 
fringe  benefits  to  which  they  are  entitled. 

Continued  emphasis  is  placed  on  management  and 
employee  training.  At  the  present  time,  two  employees 
are  enrolled  in  the  Public  Managers  Program  offered 
by  the  Office  of  State  Personnel.  This  program  is 
designed  to  serve  as  a comprehensive  management 
development  program  for  first  level  and  middle  level 
managers  in  State  government.  In  addition  to  the 
classes  offered  by  this  program,  we  continue  to  pro- 
vide one-day  workshops  for  the  Division  Directors, 
supervisors  and  assistant  supervisors. 

All  employees  are  encouraged  to  seek  additional 
training  opportunities  when  available,  and  enroll  in 
classes  which  offer  job  related  subjects.  During  the 
past  year,  14  employees  requested  tuition  reimburse- 
ment for  such  classes. 

Chart  24 


EMPLOYMENT  DISTRIBUTIONS 


ALLOCATION  OF  POSITIONS 


Technical  Assistance:  The  following  major  forms  of 
technical  assistance  were  provided  by  the  personnel  of 
the  Administrative  Services  Division: 

• The  development  of  the  requirements  for  automated 
investment  accounting;  the  subsequent  evaluation  of 
the  prospective  methods  of  accomplishing  the  re- 
quirements; negotiation  with  the  firm  with  the  best  in- 
vestment accounting  package  to  adapt  the  system  to 
our  special  needs;  and  the  preparation  of  the  required 
documentation  to  obtain  required  State  approval. 

• Review  of  the  current  debt  monitoring  system  used 
by  the  State  and  Local  Government  Finance  Division, 
and  a preliminary  redesign  to  upgrade  the  system  to 
current  needs  and  factors. 

• Assistance  to  the  Retirement  and  Health  Benefits 
Division  with  preliminary  design  work  for  automation 
of  retirement  accounting  and  automation  of  calcula- 
tion of  retirement  service  credits  for  teachers. 

• Preparation  of  responses  to  exposure  drafts  and 
representation  of  the  State  Treasurer  on  the  project 
committee  of  the  State  Government  Accounting  Pro- 
ject. 

• Preparation  and  submission  of  responses  to  various 
exposure  drafts  from  the  National  Council  of  Govern- 
mental Accounting. 

Data  Processing:  The  Data  Processing  Section  pro- 
vides the  planning,  system  analysis  and  design,  data 
entry  and  programming  for  the  Department’s  needs. 
All  projects  are  closely  analyzed  to  determine  short 
range  and  long  range  needs.  All  programming  is 
designed  with  the  future  in  mind,  in  order  to  eliminate 
costly  reprogramming  which  would  otherwise  be 
necessary. 
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Major  projects  during  the  past  fiscal  year  were: 

• An  on-line  bank/budgetary  accounting  system  was 
implemented  in  January  19^82.  This  system  provides 
the  Investment  and  Banking  Division  with  a record  of 
the  current  flow  of  cash  through  the  various  bank  ac- 
counts, and  up-to-date  information  on  each  budget  ac- 
count. 

• Revisions  were  made  in  the  membership  files  of  the 
Retirement  Systems  to  provide  a structured  data  base. 
This  project  will  expand  the  storage  requirements  as 
additional  information  is  gathered,  and  allow  for  up- 
dating functions  in  an  on-line  mode  of  operation.  Ad- 
ditional programs  and  changes  to  existing  programs 
during  the  next  fiscal  year  will  provide  the  depart- 
ment with  better  information  for  making  more  in- 
formed management  decisions. 

Chart  26 

AVERAGE  MONTHLY  OUTPUT  - 
WORD  PROCESSING  CENTER 


Thousands 
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Word  Processing:  The  Word  Processing  Center  sup- 
ports the  divisions  of  the  Department  in  the  areas  of 
written  communications,  forms  design,  coordination 
of  printing  and  preparation  of  camera-ready  copy. 

A total  of  109,487  pages  with  a line  count  of 
2,554,090  was  processed  on  the  word  processing 
equipment  during  this  fiscal  year.  Chart  26  shows  the 
average  monthly  line  count  by  quarters  for  the  past 
three  years. 

The  continued  growth  of  work  prepared  on  the 
photographic  composer  has  necessitated  the  acquisi- 
tion of  a second  photographic  composer  which  was  in- 
stalled in  August  1982.  During  the  peak  period 
(February  - April)  in  this  fiscal  year,  the  center 
prepared  726  final  pages  in  comparison  with  314  pages 
for  the  same  period  of  1981.  It  is  anticipated  that  the 
trend  will  continue  upward  in  this  area. 

Escheat  and  Abandoned 
Property  Administration 

Since  July  1,  1971,  the  State  Treasurer  has  been  the 
custodian  of  the  Escheat  Fund.  This  Fund  is  comprised 
of  monies  transferred  to  the  State  from  financial  in- 
stitutions, businesses,  corporations,  agencies,  etc., 
which  would  have  been  paid  to  persons  who  cannot  be 
located.  The  State  maintains  custody  of  the  monies 
and  invests  the  monies  until  the  rightful  owner  submits 
a just  claim.  The  interest  earned  on  the  money  is  paid 
annually  to  the  State  Education  Assistance  Authority. 
Last  year  the  Escheat  Fund  earned  $1,970,478  to  be 
made  available  to  the  State  Education  Assistance 
Authority  for  loans  to  worthy  and  needy  North 
Carolina  students  in  North  Carolina  institutions  of 
higher  learning. 

During  this  fiscal  year,  the  total  amount  escheated 
decreased  by  51%  to  $2,037,495.  This  decrease  is  due 
entirely  to  the  fact  that  1982  collections  were  the  first 
collections  under  the  newly  rewritten  Escheat  Law. 
This  law  increased  from  3 years  to  5 years  the  holding 
period  for  the  largest  classes  of  abandoned  property 
subject  to  the  law.  By  1984,  the  amounts  escheated 
should  again  be  greater  than  during  the  1980-81  fiscal 
year.  Refunds  have  also  increased  every  year  because 
of  both  the  increases  in  amounts  escheated  and  in- 
creased awareness  that  such  property  can  be  re- 
claimed. 

Unclaimed  and  abandoned  property  already  re- 
ceived by  the  Escheat  Fund  is  believed  to  be  only  a 
small  portion  of  the  property  which  should  be 
escheated.  This  awareness  is  coming  more  into  focus  as 
states  across  the  nation  continue  to  expand  their 
unclaimed  and  abandoned  property  operations.  In 
order  to  overcome  this  problem,  the  North  Carolina 
Escheat  Fund  is  making  a diligent  effort  to  broaden  its 
scope  of  operations.  During  the  past  year,  all  North 
Carolina  lawyers  and  CPAs  were  notified  of  the  new 
escheat  law  enacted  in  January  1981  and  the  penalties 
which  may  be  imposed  on  those  “holders”  not  comply- 
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ing.  A great  deal  of  work  has  been  done  and  will  con- 
tinue to  be  done  to  increase  the  public  awareness  of  the 
escheat  laws,  and  to  insure  that  when  possible, 
unclaimed  and  abandoned  property  is  returned  to  the 
rightful  owner. 

In  an  effort  to  update  and  expand  the  services  of- 
fered by  the  Escheat  Fund,  two  projects  were  under- 
taken and  completed.  First,  all  physical  holder  files 
were  filmed  and  converted  to  microfiche.  This  in- 
cluded the  records  of  all  8,000  plus  holders  since  1971, 
when  the  Department  of  State  Treasurer  assumed  the 
responsibility  for  the  administration  of  the  Escheat 
Fund.  This  project  provides  easier  and  more  efficient 
access  to  the  files,  and  greatly  reduces  space  re- 
quirements. The  second  major  project  was  to  begin 
capturing  all  escheat  report  information  on  the  com- 
puter. This  will  allow  the  Escheat  Fund  greater  ac- 
cessibility to  account  information,  as  well  as  enable 
the  Fund  to  do  a comparative  analysis  of  holders  who 
report  or  fail  to  report  escheated  property. 

During  the  year,  the  first  escheat  audit  was  per- 
formed. The  audit  was  conducted  by  employees  of  the 
Department  of  Revenue  as  authorized  by  statute.  The 
audit  resulted  in  the  recovery  of  nearly  $14,000  with  a 
potential  of  an  additional  $50,000  to  $75,000  in  the 
next  several  years.  The  audit  itself  was  considered  to 
be  extremely  successful  in  terms  of  not  only  the  money 
recovered,  but  in  terms  of  one  particular  company  be- 
ing more  aware  of  the  abandoned  and  unclaimed  pro- 
perty laws  in  North  Carolina.  The  success  of  this  audit 
has  resulted  in  a request  in  the  Escheat  Fund  expan- 
sion budget  to  develop  a staff  of  in-house  auditors. 


Chart  27 


ESCHEAT  FUND  STATISTICS 

81-82  80-81 


Abandoned  Property  Collections  $ 2,037,495  $ 4,149,514 

Refunds  232,336  154,360 

Income  from  Investments  2,069,360  1,565,637 


Administrative  Expenses 
Income  earned  for  SEAA 
Eund  Balance  at  End  of  Year 


98,882  83,329 

1,970,478  1,482,309 

$22,523,967  $20,718,808 


Financial  statements  pertaining  to  the  Escheat  Fund  may  be 
found  in  Exhibit  Z. 


Exhibits  Z and  AA  and  supporting  statements 
are  integral  parts  of  this  report  concerning  the 
Administrative  Services  Division. 
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Exhibits  and 
Supporting  Statements 


Exhibit  A 


LIQUID  ASSET  FUND* 
BALANCE  SHEET 
June  30,  1982 

Assets 


Cash  in  Short-term  Investment  Fund 
Accrued  Interest  Receivable 
Investments  at  Book  Value 
Total  Assets 


$ 310.42 

151,298.59 
76,955,645.82 

$77,107,254.83 


Liabilities  and  Participants’  Equity 


Undistributed  Income  $ 6.07 

Management  Fees  Payable  

Total  Liabilities  6.07 

Participants’  Equity  77,107,248.76 

Total  Liabilities  and  Participants’  Equity  $77,107,254.83 


Exhibit  B 


LIQUID  ASSET  FUND 
INCOME  STATEMENT 
For  Fiscal  Year  Ended  June  30,  1982 


Interest  Income  $2,835,018.33 

Income  from  STIF  169.82 

Income  before  Expenses  2,835,188.15 

Management  Expenses  Allocated  (1,814.13) 

Net  Income  $2,833,374.02 


'Established  during  February,  1982. 
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Exhibit  C 


SHORT-TERM  INVESTMENT  FUND 
BALANCE  SHEET 
June  30,  1982 

Assets 


Agency  and  Institution  Collection  Accounts 
Treasurer’s  Central  Clearing  and  Collection  Accounts 
Accrued  Interest  Receivable 
Investments  at  Book  Value 
Clearing  in  Process 


$ 122,629.69 

59,648,344.74 
35,386,694.89 
1,514,440,574.59 
6,762,225.74 

$1,616,360,469.65 


Fund  Cash  Balances 


Disbursing  Accounts 

Institutional  Trust  Fund  Accounts 

General  Fund 

Special  Funds 

Highway  Funds 

Capital  Improvement  Funds 

Certification  in  Transit 

Long  Term  Fixed  Income  Investment  Fund 

Equity  Investment  Fund 

Liquid  Asset  Fund 

Undistributed  Income,  Short  Term  Fixed  Income  Investment  Fund 


$ 244,866,822.58 
31,220,556.45 
334,385,883.84 
305,195,298.47 
270,465,407.33 
155,868,438.99 
(271,947.54) 
116,074,474.10 
144,577,571.09 
310.42 
13,977,653.92 

$1,616,360,469.65 


Exhibit  D 


SHORT-TERM  FIXED  INCOME  INVESTMENT  FUND 
INCOME  STATEMENT 
For  Fiscal  Year  Ended  June  30,  1982 


Interest  Income 

Earnings  from  Securities  Lending 
Earnings  from  Fail  Balances 
Net  Gain  on  Sale  of  Investments 
Income  before  Expenses 
Management  Expenses  Allocated 

Net  Income 


$186,843,198.44 

1,547,567.71 

1,552.74 

730,626.28 

189,122,945.17 

(121,123.75) 

$189,001,821.42 
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LONG-TERM  INVESTMENT  FUND 
BALANCE  SHEET 
June  30,  1982 

Assets 


Cash  in  Short-term  Investment  Fund 
Accrued  Interest  Receivable 
Investments  at  Book  Value 
Total  Assets 


Liabilities  and  Participants’  Equity 


Undistributed  Income 
Unclaimed  Interest 
Deferred  Commitment  Fees 
Total  Liabilities 
Participants’  Equity 

Total  Liabilities  and  Participants’  Equity 


Exhibit  E 


$ 116,074,474.10 
106,732,419.39 
4,652,016,496.29 

$4,874,823,389.78 


$ 37,173,034.21 

215,625.00 
60,000.00 

37,448,659.21 

4,837,374,730.57 

$4,874,823,389.78 


Exhibit  F 


LONG-TERM  FIXED  INCOME  INVESTMENT  FUND 
INCOME  STATEMENT 
For  Fiscal  Year  Ended  June  30,  1982 


Interest  Income 

Earnings  from  Securities  Lending 
Earnings  from  Fail  Balances 
Other  Income 

Net  Gain  on  Sale  of  Investments 
Income  before  Expenses 
Management  Expenses  Allocated 

Net  Income 


$416,907,290.81 

1,207,301.09 

200,388.18 

450,761.12 

264,040.08 

419,029,781.28 

(326,627.07) 

$418,703,154.21 
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Exhibit  G 

EQUITY  INVESTMENT  FUND 
BALANCE  SHEET 
June  30,  1982 

Assets 


Cash  in  Short-term  Investment  Fund 
Accrued  Dividends  Receivable 
Investments  (Book  Value) 
Investments  on  Option  (Book  Value) 
Total  Assets 


$144,577,571.09 

3,046,555.00 

697,752,467.43 

10,822,250.00 

$856,198,843.52 


Liabilities  and  Participants’  Equity 


Undistributed  Income 
Deferred  Income  from  Options  Written 
Total  Liabilities 
Participants’  Equity 

Total  Liabilities  and  Participants’  Equity 


$ 20,992,992.58 
400,913.06 
21,393,905.64 
834,804,937.88 

$856,198,843.52 


Exhibit  H 

EQUITY  INVESTMENT  FUND 
INCOME  STATEMENT 
For  Fiscal  Year  Ended  June  30,  1982 

Dividend  Income 
Earnings  from  Options  Writing 
Earnings  from  Securities  Lending 
Earnings  from  Fail  Balances 
Interest  Income  on  Cash  Reserves 

Management  Expenses  Allocated 
Income  before  Gains  Realized 
Net  Gain  on  Sale  of  Investments 

Net  Income 


$36,043,946.99 

2,280,593.69 

323,004.22 

19,021.86 

20,744,597.01 

$59,411,163.77 

(493,620.65) 

58,917,543.12 

25,997,961.65 

$84,915,504.77 
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Exhibit  I 


COMPARATIVE  SUMMARY  OF  TRUST  FUND  INVESTMENTS 


Liquid  Asset 

Short-term 

Fund** 

Investment  Fund 

Retirement  Trust  Funds: 

Amount  Invested 

Yield 

Amount  Invested 

Yield 

Teachers  and  State  Employees  Retirement  System: 

June  30,  1981 

— 

— 

49,281,476 

10.94 

June  30,  1982 

22,777,665 

14.13 

96,051,752 

12.76 

Local  Governmental  Employees  Retirement  System: 

June  30,  1981 

— 

— 

8,809,158 

10.94 

June  30,  1982 

5,038,377 

U.13 

18,285,628 

12.76 

Law  Enforcement  Officers  Renefit  and  Retirement  Fund: 

June  30,  1981 

— 

— 

2,754,863 

10.94 

June  30,  1982 

1,456,735 

14.13 

5,620,157 

12.76 

North  Carolina  Firemen’s  Pension  Fund: 

June  30,  1981 

— 

— 

330,667 

10.94 

June  30,  1982 

117,607 

14.13 

1,326,039 

12.76 

Uniform  Judicial  Retirement  System: 

June  30,  1981 

— 

— 

840,291 

10.94 

June  30,  1982 

209,932 

14.13 

1,219,134 

12.76 

Uniform  Clerks  of  Superior  Court  Retirement  System: 

June  30,  1981 

— 

— 

321,814 

10.94 

June  30,  1982 

30,722 

14.13 

444,632 

12.76 

Uniform  Solicitorial  Retirement  System: 

June  30,  1981 

— 

— 

336,612 

10.94 

June  30,  1982 

15,361 

14.13 

372,302 

12.76 

Total  Retirement  Trust  Funds: 

June  30,  1981 

— 

— 

62,674,881 

10.94 

June  30,  1982 

29,646,399 

14.13 

123,319,644 

12.76 

Other  Trust  Funds: 

N.  C.  Employee’s  Death  Benefit  Fund: 

June  30,  1981 

— 

— 

6,125,599 

10.94 

June  30,  1982 

101,094 

14.13 

1,353,474 

12.76 

N.  C.  Disability  Fund: 

June  30,  1981 

— 

— 

547,434 

10.94 

June  30,  1982 

121,312 

14.13 

469,083 

12.76 

State  Treasurer’s  Escheat  Fund: 

June  30,  1981 

— 

— 

1,702,113 

10.94 

June  30,  1982 

209,932 

14.13 

408,346 

12.76 

Trust  Funds  for  Education: 

June  30,  1981 

— 

— 

20,651,259 

10.94 

June  30,  1982 

— 

— 

24,372,542 

12.76 

Trust  Funds  for  Community  Colleges: 

June  30,  1981 

— 

— 

June  30,  1982 

— 

— 

254,568 

12.76 

State  Property  Fire  Insurance  Fund: 

June  30,  1981 

— 

— 

369,302 

10.94 

June  30,  1982 

11,740,965 

14.13 

110,171 

12.76 

Workmen’s  Compensation  Security  Fund  (Mutual): 

June  30,  1981 

— 

— 

4,731,045 

10.94 

June  30,  1982 

4,574,933 

14.13 

1,232,642 

12.76 

Workmen’s  Compensation  Security  Fund  (Stock): 

June  30,  1981 

— 

— 

5,814,033 

10.94 

June  30,  1982 

6,608,237 

14.13 

280,073 

12.76 

UNC  - Insured  Student  Loan  Program: 

June  30,  1981 

6,488,236 

10.94 

June  30,  1982 

7,773,383 

12.76 

UNC  Liability  Self-Insurance  Fund: 

June  30,  1981 

723,545 

10.94 

June  30,  1982 

1,088,368 

14.13 

64,008 

12.76 

Wildlife  Endowment  Fund: 

June  30,  1981 

June  30,  1982 

684,905 

12.76 

Total  Other  Trust  Funds: 

June  30,  1981 

47,152,566 

10.94 

June  30,  1982 

24,444,841 

14.13 

37,003,195 

12.76 

Grand  Total  All  Trust  Funds: 

June  30,  1981 

$ 

109,827,447 

10.94 

June  30,  1982 

$54,091,240 

14.13 

160,322,839 

12.76 

’ The  Liquid  Asset  Fund  (LAF)  was  established  during  February,  1982. 
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For  Fiscal  Years  Ending  June  30,  1981  and  June  30,  1982 


Long-term 
Investment  Fund 

Equity 

Investment  Fund 

Total 

Amount  Invested 

Yield 

Amount  Invested 

Yield 

Amount  Invested 

Yield 

3,520,234,604 

3,854,528,522 

8.63 

9.44 

498,586,065 

683,249,102 

11.46 

10.50 

4,068,102,145 

4,656,607,041 

9.00 

9.69 

586,770,834 

658,697,797 

8.63 

9.44 

77,032,077 

105,279,338 

11.46 

10.50 

672,612,069 

787,301,140 

8.98 

10.00 

215,123,844 

241,221,297 

8.63 

9.44 

29,252,288 

39,722,262 

11.46 

10.50 

247,130,995 

288,020,451 

8.99 

9.67 

17,701,004 

19,647,552 

8.63 

9.44 

2,451,606 

3,349,468 

11.46 

10.50 

20,483,277 

24,440,666 

9.01 

9.79 

11,957,281 

14,023,161 

8.63 

9.44 

1,548,220 

2,160,617 

11.46 

10.50 

14,345,792 

17,612,844 

9.07 

9.86 

3,601,102 

4,256,469 

8.63 

9.44 

510,766 

680,944 

11.46 

10.50 

4,433,682 

5,412,767 

9.12 

9.87 

1,832,787 

2,215,066 

8.63 

9.44 

204,307 

363,207 

11.46 

10.50 

2,373,706 

2,965,936 

9.20 

10.01 

4,357,221,456 

4,794,589,864 

8.63 

9.44 

609,585,329 

834,804,938 

11.46 

10.50 

5,029,481,666 

5,782,360,845 

9.00 

9.69 

7,012,501 

9.44 

6,125,599 

8,467,069 

10.94 

10.03 

13,182,807 

12,137,304 

8.63 

9.44 

13,730,241 

12,727,699 

8.72 

9.61 

19,877,017 

23,635,062 

8.63 

9.44 

21,579,130 

24,253,340 

8.81 

9.54 

20,651,259 

24,372,542 

10.94 

12.76 

254,568 

12.76 

10,376,771 

8.63 

10,746,073 

11,851,136 

8.71 

14.12 

4,731,045 

5,807,575 

10.94 

13.84 

5,814,033 

6,888,310 

10.94 

14.07 

6,488,236 

7,773,383 

10.94 

12.76 

723,545 

1,152,376 

10.94 

14.05 

684,905 

12.76 

43,436,595 

42,784,867 

8.63 

9.44 

90,589,161 

104,232,903 

9.83 

11.72 

4,400,658,051 

4,837,374,731 

8.63 

9.44 

609,585,329 

834,804,938 

11.46 

10.50 

5,120,070,827 

5,886,593,748 

9.02 

9.72 
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DEPARTMENT  OF  STATE  TREASURER 
TREASURER’S  CENTRAL  CLEARING  AND  COLLECTION  ACCOUNTS 

June  30,  1 982 


Exhibit  J 


Raleigh,  Bank  of  North  Carolina,  N.A $ 520,482.62 

Raleigh,  Branch  Banking  & Trust  Co 2,262,354.01 

Raleigh,  Central  Carolina  Bank  & Trust  Co 1,861,258.53 

Raleigh,  First  Citizens  Bank  & Trust  Co 6,183,140.72 

Raleigh,  First  Union  National  Bank  of  N.C 7,560,281.77 

Raleigh,  North  Carolina  National  Bank 11,261,104.93 

Unemployment  Benefit  Account 559,375.64 

Unemployment  Clearing  Account  111,069.46 

Raleigh,  Northwestern  Bank 4,937,054.59 

Raleigh,  The  Planters  National  Bank  & Trust  Co 1,043,945.68 

Raleigh,  Southern  National  Bank  of  N.C 1,677,919.11 

Raleigh,  United  Carolina  Bank 1,862,545.91 

Raleigh,  Wachovia  Bank  & Trust  Co.,  N.A 19,807,811.77 

TOTAL $59,648,344.74 
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Exhibit  K 


AGENCY,  DEPARTMENT  AND  INSTITUTION  COLLECTION  ACCOUNTS 

AND  TIME  DEPOSITS 


June  30,  1982 

COLLECTION 


ACCOUNTS 

ABERDEEN: 

The  Carolina  Bank $ 1,205.31 

First  Security  Savings  & Loan  Assoc 


AHOSKIE 

Tarheel  Bank  & Trust  Co 1,131.53 

ALBEMARLE 

Cabarrus  Bank  & Trust  Co 1,171.97 

The  First  National  Bank  of  Albemarle 1,623.27 

Home  Savings  & Loan  Assoc 

ANSONVILLE 

United  Carolina  Bank  1,454.38 

ASHEBORO 

The  First  National  Bank  of  Randolph  Co 1,895.73 


First  American  Federal  Savings  & Loan  Assoc 
Randolph  Savings  & Loan 

BANNER  ELK 

North  Carolina  National  Bank  


BATH 

Southern  Bank  & Trust  Co 1,599.75 

BELHAVEN 

Southern  Bank  & Trust  Co 

BISCOE 

The  Fidelity  Bank 

BOLIVIA 

United  Carolina  Bank  1,871.32 

BOONE 

The  Northwestern  Bank 382.54 


Watauga  Savings  & Loan  Assoc 

BURLINGTON 

Community  Federal  Savings  & Loan  Assoc 

First  Federal  Savings  & Loan  

The  Morris  Plan  Industrial  Bank 

CANDOR 

The  Bank  of  Candor 1,817.95 

CARTHAGE 

Citizens  Savings  & Loan  Assoc 

CATAWBA 

Peoples  Bank 

CHAPEL  HILL 

Orange  Federal  Savings  & Loan 

CHARLOTTE 

City  National  Bank 

First  Federal  Savings  & Loan  

First  Union  National  Bank  of  N.C 

Home  Federal  Savings  & Loan  Assoc 

Mutual  Savings  & Loan 

Perpetual  Savings  & Loan  Assoc 

CLINTON 

United  Carolina  Bank  1,179.95 

CONCORD 

Cabarrus  County  Savings  & Loan 

Citizens  National  Bank 1,428.90 

Citizens  Savings  & Loan  

C-K  Federal  Savings  & Loan 

CONOVER 

First  Federal  Savings  & Loan  Assoc,  of  Catawba  Co 

CORNELIUS 

First  Union  National  Bank  of  N.C 


TIME 

DEPOSITS 


$ 

100,000.00 


1.500.000. 00 

4.100.000. 00 

1.000. 000.00 

100,000.00 

800,000.00 

141,000.00 


100,000.00 

1,100,000.00 

4.800.000. 00 

250.000. 00 

100.000. 00 
100,000.00 

1.190.000. 00 

1.000. 000.00 

3.000. 000.00 

1.000. 000.00 

44,700,000.00 

100,000.00 

3,500,000.00 

100,000,00 


1,000,000.00 

1,500,000.00 

1,500,000.00 

100,000.00 

286,000.00 
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CRESWELL 

The  East  Carolina  Bank $ 1,367.03 

DOBSON 

Peoples  Bank  of  North  Carolina  1,000.23 

DUNN 

Home  Federal  Savings  & Loan  Assoc,  of  Dunn 

United  Carolina  Bank  1,593.98 

DURHAM 

Central  Carolina  Bank  & Trust  Co 1,042.71 

Mechanics  & Farmers  Bank 1,630.61 

EDENTON 

Peoples  Bank  & Trust  Co 1,287.84 

ELIZABETH  CITY 

Albemarle  Savings  & Loan  Assoc 

Peoples  Bank  & Trust 1,972.48 

ELKIN 

Mutual  Savings  & Loan  Assoc 

The  Northwestern  Bank 435.62 

FAIRFIELD 

The  East  Carolina  Bank 1,103.34 

FAYETTEVILLE 

Highland  Savings  and  Loan  Assoc 

Home  Federal  Savings  and  Loan  Assoc 

United  National  Bank 1,066.17 

FRANKLINTON 

Franklinton  Savings  and  Loan 

FUQUAY-VARINA 

The  Carolina  Bank 1,812.50 


GASTONIA 

First  Stock  Savings  & Loan  Corp 

GATESVILLE 

Tarheel  Bank  & Trust 

GOLDSBORO 

American  Federal  Savings  & Loan  Assoc 

First  Federal  Savings  & Loan  Assoc 

GRAHAM 

Graham  Savings  & Loan  Assoc 

GRANITE  FALLS 

Bank  of  Granite 

Granite  Savings  & Loan 

GREENSBORO 

American  Federal  Savings  & Loan 

First-Citizens  Bank  & Trust  Co 

Greensboro  National  Bank 1,191.46 

Scottish  Savings  & Loan  Assoc 

GREENVILLE 

First  Federal  Savings  & Loan  

Home  Federal  Savings  & Loan  Assoc 

The  First  State  Bank 1,758.24 

HAMLET 

First  Southern  Savings  & Loan  Assoc 

HENDERSONVILLE 

First  Federal  Savings  & Loan  Assoc 


The  Northwestern  Bank 1,762.45 

HERTFORD 

Peoples  Bank  & Trust  Co 1,351.08 

HICKORY 


Fidelity  Federal  Savings  & Loan  Assoc.  . 

HIGHLANDS 

Carolina  Mountain  Bank 

Mountain  Federal  Savings  & Loan  Assoc 

HIGH  POINT 

Central  Savings  Bank 

High  Point  Bank  & Trust  Co 


$ 


900,000.00 


4,000,000.00 


100,000.00 


100,000.00 


300.000. 00 

100.000. 00 


100,000.00 


100,000.00 

950.000. 00 

3.100.000. 00 

1.100.000. 00 

1,000,000.00 

3.400.000. 00 

100.000. 00 

100,000.00 

100,000.00 

500.000. 00 

600.000. 00 

2.000. 000.00 
1,100,000.00 


100,000.00 

2,500,000.00 


600,000.00 

300.000. 00 

100.000. 00 

300,000.00 

2,300,000.00 
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HILLSBOROUGH 

Hillsborough  Savings  & Loan  Assoc 

KANNAPOLIS 

Cabarrus  Bank  & Trust  Co 

KENANSVILLE 

United  Carolina  Bank  . 

KENLY 

Kenly  Savings  & Loan  Assoc 

KERNERSVILLE 

United  Citizens  Bank 

KINGS  MOUNTAIN 

Home  Federal  Savings  & Loan  Assoc 

First  Federal  Savings  & Loan  of  Kings  Mountain  . 

KINSTON 

East  Federal  Savings  & Loan  Assoc 

First  Financial  Savings  & Loan  Assoc 

LENOIR 

Citizens  Savings  & Loan  Assoc 

Mutual  Savings  & Loan  Assoc 

The  Bank  of  Granite 

LEWISTON 

Tarheel  Bank  & Trust  Co 

LEXINGTON 

Davidson  Federal  Savings  & Loan  

Industrial  Federal  Savings  & Loan  Assoc 

Lexington  State  Bank 

Perpetual  Savings  & Loan  Assoc 

LINCOLNTON 

First  Federal  Savings  & Loan  Assoc 

LOUISBURG 

United  Carolina  Bank  

LUMBERTON 

Robeson  Savings  & Loan  Assoc 

Southern  National  Bank  of  N.C 

United  Carolina  Bank  

MACCLESFIELD 

Southern  Bank  & Trust  Co 

MADISON 

Peoples  Bank  of  N.C 

MANTEO 

The  East  Carolina  Bank 

MARION 

The  Northwestern  Bank 

MONROE 

Family  Savings  & Loan 

Heritage  Federal  Savings  & Loan 

Monroe  Savings  and  Loan  Assoc 

Security  Bank  & Trust  Co 

United  Carolina  Bank  

MOORESVILLE 

Citizens  Savings  & Loan  Association  of  Mooresville 
Piedmont  Bank  & Trust  Co 

MORGANTON 

Morganton  Savings  & Loan  Association 

Surety  Savings  & Loan 

MOUNT  AIRY 

United  Savings  & Loan  Association 

MOUNT  HOLLY 

Mount  Holly  Federal  Savings  and  Loan  Assoc 

MOUNT  OLIVE 

Southern  Bank  & Trust  Co 

MOUNT  PLEASANT 

Piedmont  Bank  & Trust  Co 

NEW  BERN 

Raleigh  Federal  Savings  & Loan  Assoc 


$ 100,000.00 

1,876.89 

1,084.62 

100,000.00 

1,155.22 

100,000.00 

100,000.00 

100,000.00 

2,200,000.00 

1,090.89 

100,000.00 

1,100,000.00 

1,052.72 

1,115.61 

1,000,000.00 

100,000.00 

200,000.00 

600,000.00 

100,000.00 

1,220.17 

1,313.04 

1,100,000.00 

2,236,000.00 

100,000.00 

1,076.48 

1,501.42 

1,517.92 

1,762.08 

1,333.03 

350.000. 00 

100.000. 00 
500,000.00 

1,600,000.00 

1,074.06 

100,000.00 

100,000.00 

800,000.00 

100,000.00 

100,000.00 

350,000.00 

1,930.22 


100,000.00 
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NEWLAND 

Avery  County  Bank  

NORTH  WILKESBORO 

North  Wilkesboro  Savings  & Loan  Assoc. . 

The  Northwestern  Bank 

OCRACOKE 

The  East  Carolina  Bank 

OXFORD 

Granville  Savings  & Loan  Assoc 

The  Union  National  Bank  

PEMBROKE 

LumbeeBank 

PILOT  MOUNTAIN 

Bank  of  Pilot  Mountain  

PINE  LEVEL 

Bank  of  Pine  Level 

PINEVILLE 

United  Carolina  Bank  

PLYMOUTH 

Plymouth  Savings  & Loan  Assoc 

Southern  Bank  and  Trust  Company 

RAEFORD 

The  Bank  of  Raeford 

RALEIGH 

Carolina  Federal  Savings  & Loan 

Mechanics  & Farmers  Bank 

State  Bank  of  Raleigh 

The  Fidelity  Bank 

United  Federal  Savings  & Loan  Assoc.  . . . 

First  Federal  Savings  & Loan  

REIDSVILLE 

First  Federal  Savings  & Loan  Assoc 

Mutual  Savings  & Loan  Assoc 

ROCKINGHAM 

Richmond  County  Bank 

Richmond  Federal  Savings  & Loan 

ROCKY  MOUNT 

Builders  Federal  Savings  & Loan  Assoc.  . . 

Citizens  Savings  & Loan  Assoc 

Home  Savings  & Loan 

Peoples  Bank  & Trust  Co 

Sun  Savings  & Loan  Assoc 

ROXOBEL 

Southern  Bank  & Trust  Co 

SALISBURY 

Security  Bank  & Trust  Co 

SANFORD 

First  Federal  Savings  and  Loan  Assoc.  . . . 

MID-South  Bank  & Trust  Co 

The  Carolina  Bank 

SEVEN  SPRINGS 

Southern  Bank  & Trust  Co 

SHALLOTTE 

United  Carolina  Bank  

SHELBY 

First  National  Bank  

SILER  CITY 

The  Carolina  Bank 

SMITHFIELD 

First  National  Bank  of  Smithfield 

SOUTHERN  PINES 

First  Federal  Savings  & Loan  of  Moore  Co 
First  Union  National  Bank  of  N.C 

SOUTHPORT 

United  Carolina  Bank  


1,910.86 

$ 

1,462.05 

100,000.00 

15,455.000.00 

1,457.00 

1,505.06 

300,000.00 

1,790.69 

300,000.00 

1,772.33 

200,000.00 

1,365.29 

100,000.00 

100,000.00 

1,767.75 

16,079.78 

1,692.72 

2.950.000. 00 

1.400.000. 00 
655,000.00 

2.000. 000.00 
1,000,000.00 

1,250,000.00 

100,000.00 

1,096.70 

500,000.00 

1,979.08 

2,100,000.00 

100,000.00 

100,000.00 

100,000.00 

100,000.00 

1,071.34 

1,990.80 

1.500.000. 00 

1.000. 000.00 
2,000,000.00 

1,951.07 

1,274.72 

1,468.91 

1,243.81 

1,246.28 

820,000.00 

200,000.00 

300,000.00 

1,932.25 
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SPINDALE 

Spindale  Savings  & Loan  Assoc 

STATESVILLE 

Asheville  Federal  Savings  & Loan  Assoc. 

The  Northwestern  Bank 

Home  Federal  Savings  & Loan 

SUNBURY 

Farmers  Bank  of  Sunbury  

SWAN  QUARTER 

The  East  Carolina  Bank 

TARBORO 

Edgecombe  Homestead  & Loan  Assoc. . 
Peoples  Bank  & Trust 

TAYLORSVILLE 

Taylorsville  Savings  & Loan  Assoc 

THOMASVILLE 

Home  Savings  & Loan 

TROY 

Bank  of  Montgomery 

The  Fidelity  Bank 

VALDESE 

Western  Carolina  Savings  & Loan  Assoc 

WADESBORO 

United  Carolina  Bank  

The  First  National  Bank  of  Anson  Co.  . 

WAKE  FOREST 

Wake  Forest  Savings  & Loan  Assoc.  . . . 

WALNUT  COVE 

Peoples  Bank  of  N . C 

WASHINGTON 

Home  Savings  & Loan  Assoc 

North  Carolina  National  Bank  

Seaboard  Savings  & Loan  Assoc 

WHITEVILLE 

Columbus  National  Bank 

United  Carolina  Bank  

WILMINGTON 

Carolina  Savings  & Loan 

Cooperative  Savings  & Loan 

WILSON 

Atlantic  Savings  & Loan  

Branch  Banking  & Trust  Co 

WINDSOR 

Southern  Bank  & Trust  Co 

WINSTON-SALEM 

First  Federal  Savings  & Loan  Assoc.  . . . 

Forsyth  Bank  & Trust  Co 

The  Northwestern  Bank 

United  Citizens  Bank 

WOODLAND 

North  Carolina  National  Bank 

ZEBULON 

Peoples  Bank  & Trust  Co 

TOTAL  


$ 

$ 500,000.00 

1,894.57 

100,000.00 

1,000,000.00 

1,422.35 

1,386.00 

1,176.65 

400,000.00 

100,000.00 

1,000,000.00 

1,139.83 

1,378.36 

100,000.00 

903.37 

1,784.84 

250,000.00 

100,000.00 

1,041.62 

200,000.00 

234,000.00 

1,000,000.00 

1,676.65 

300,000.00 

1,000,000.00 

2,000,000.00 

500,000.00 

24,722,000.00 

1,391.04 

1,557.60 

1,006.09 

3.600.000. 00 

2.000. 000.00 

275,000.00 

1,569.52 

$122,629.69 

$231,764,000.00 
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Exhibit  L 


SUMMARY  OF  STATE  AND  LOCAL  GOVERNMENT 
DEBT  AND  AUTHORIZATIONS 

At  June  30,  1982 


General 

Obligation 


Revenue 

Bonds 


Total 

Outstanding 

Debt 


Authorized 
and  Unissued 
Bonds 


State $ 905,700,000 

State  Authorities  and  Institutions  . . 

905,700,000 


$ 1,720,000 

721.527.760 

723.247.760 


$ 907,420,000 
721,527,760 

1,628,947,760 


$136,017,000 


136,017,000 


Counties 

Cities  and  Towns 

Other  Political  Subdivisions 


810,729,000 

838,226,146 

30,593,000 

1,679,548,146 

$2,585,248,146 


101.872.400 

4,724,000 

77,769,000 

184.365.400 
$907,613,160 


912,601,400 

842,950,146 

108,362,000 

1,863,913,546 

$3,492,861,306 


139,748,000 

190.493.900 

71,150,000 

401.391.900 

$537,408,900 


NOTE:  1 This  Exhibit  does  not  include  Bond  Anticipation  and  Revenue  Bond  Anti- 
cipation Notes. 

2 Does  not  include  North  Carolina  Municipal  Power  Agency  Revenue  Bonds 


and  Credit  Notes  that  are  payable  solely  from  certain  revenues  and  pledged  fees  on  a 
take  or  pay  basis  as  provided  under  the  “Power  Sales  Agreement,” 


Schedule  L-1 


OUTSTANDING  STATE  GENERAL  ORLIGATION  DERT 

At  June  30,  1982 


General  Fund 

Public  School  Facilities  Bonds  $285,367,215 

Clean  Water  Bonds 221,911,140 

Capital  and  Public  Improvement  Bonds 75,421,645 

Total  General  Fund 582,700,000 

Highway  Fund 

Highway  Bonds 323,000,000 

Total  General  and  Highway  Fund $905,700,000 


60 


Schedule  L-2 


ANNUAL  DEBT  REQUIREMENTS  FOR  STATE  BONDS 
ISSUED  AND  OUTSTANDING 

At  June  30,  1982 


GENERAL  FUND 

HIGHWAY  FUND 

Fiscal 

Principal 

Principal 

Year 

Principal 

& Interest 

Principal 

& Interest 

1982-83 

$ 41,800,000 

$ 75,020,500 

$ 16,500,000 

$ 39,166,500 

1983-84 

38,700,000 

69,489,500 

16,500,000 

38,288,000 

1984-85 

37,700,000 

66,272,250 

17,500,000 

38,401,500 

1985-86 

37,500,000 

63,907,250 

18,500,000 

38,445,500 

1986-87 

36,500,000 

60,823,250 

19,000,000 

37,971,000 

1987-88 

37,500,000 

59,670,250 

20,000,000 

37,707,750 

1988-89 

37,500,000 

57,534,750 

21,000,000 

37,302,000 

1989-90 

37,500,000 

55,473,500 

24,000,000 

38,688,500 

1990-91 

37,500,000 

53,481,000 

25,000,000 

37,830,500 

1991-92 

36,500,000 

50,465,000 

28,000,000 

38,867,500 

1992-93 

35,500,000 

47,407,500 

30,000,000 

38,525,500 

1993-94 

33,500,000 

43,454,000 

32,000,000 

38,180,500 

1994-95 

33,500,000 

41,553,500 

25,000,000 

28,630,500 

1995-96 

32,500,000 

38,681,000 

24,500,000 

26,125,500 

1996-97 

28,000,000 

32,394,500 

5,500,000 

5,945,500 

1997-98 

18,000,000 

20,809,000 

1998-99 

15,000,000 

16,535,500 

1999-00 

8,000,000 

8,431,500 

$582,700,000  $861,403,750  $323,000,000 

STATE  BONDS  AUTHORIZED  AND  UNISSUED 

$520,076,250 

Schedule  L-. 

As  of  June  30,  1982 


Clean  Water  Bonds  of  1971 $ 8,000,000 

Clean  Water  Bonds  of  1977 128,000,000 

Higher  Education  Capital  Improvement  Bonds  of  1975  17,000^ 

$136,017,000 


It  is  not  expected  that  these  bonds  will  be  issued. 


REVENUE  BONDS  AND  OTHER  INDEBTEDNESS  OF  STATE 
AUTHORITIES  AND  INSTITUTIONS 
At  June  30,  1982 


Schedule  L-4 


Appalachian  State  University $ 16,469,667 

East  Carolina  University 10,393,000 

Elizabeth  City  State  University 3,688,000 

F ayetteville  State  U niversity 3 , 000 , 000 

North  Carolina  A & T State  University 5,801,000 

North  Carolina  Central  University  7,038,000 

North  Carolina  School  of  the  Arts  164, 04U 

North  Carolina  State  University  at  Raleigh 22,852,004 

Pembroke  State  University 1,610,000 

University  of  North  Carolina  at  Asheville 1,221,300 

University  of  North  Carolina  at  Chapel  Hill 18,535,808 

University  of  North  Carolina  at  Charlotte 19,067,500 

University  of  North  Carolina  at  Greensboro 4,626,305^ 

University  of  North  Carolina  at  Wilmington  13,188,494 

Western  Carolina  University 9,547,068^ 

Winston-Salem  State  University 2,788,000 

North  Carolina  Housing  Finance  Agency 221,885,000"* 

North  Carolina  Medical  Care  Commission 232,990,603® 

North  Carolina  State  Education  Assistance  Authority 112,450,000® 

North  Carolina  State  Ports  Authority  14,211,970 

Total $721,527,760 


'Includes  $110,591  Escheat  Loan. 

"Includes  $21,000  Escheat  Loan. 

"Includes  $102,068  Escheat  Loan. 

‘This  indebtedness  is  created  pursuant  to  authority  granted  to  the  North  Carolina 
Housing  Finance  Agency  to  issue  revenue  bonds  for  housing  for  families  of  lower  in- 
come as  authorized  by  G.S.  122A-8. 

"This  indebtedness  is  created  pursuant  to  authority  granted  to  the  North  Carolina 
Medical  Care  Commission  to  issue  revenue  bonds  for  health  care  facilities  for  people 
of  North  Carolina  as  authorized  by  G.S.  131A-11. 


"This  indebtedness  is  created  pursuant  to  authority  granted  to  the  State  Educational 
Assistance  Authority  to  issue  revenue  bonds  to  provide  funds  for  student  assistance  in 
obtaining  an  education  beyond  the  high  school  level  as  authorized  by  G.S.  116-209.4. 
Source;  Ghief  fiscal  officer  of  each  authority  or  institution. 

NOTES;  1 The  State’s  full  faith  and  credit  are  not  pledged  to  the  payment  of  the  in- 
debtedness shown  above.  This  indebtedness  is  payable  solely  from  certain 
revenues,  pledged  fees  and  reserves  and  is  not  secured  by  taxes  of  any  kind. 
NOTES:  2 The  indebtedness  of  the  universities  and  schools  is  created  pursuant  to  au- 
thority granted  to  issue  revenue  bonds  for  student  housing,  student  activi- 
ties, physical  education  and  recreation  facilities  as  authorized  by  G.S. 
116-76  or  116-187  to  198. 
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Number 

Receiving 

Payments 


Exhibit  M 

TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 


Death  Benefits 
: : : : : : : :)  Refunds 

L.  ...  I Retirement  Benefits 


355  13,934  17,450 


1971 


360  15,210  22,209 


1973 


314  12,951  26,997  375  14,182  32,173 


1975 


1977 


378  16,745  37,228 


1979 


70  16,278  39,784 


1980* 


1 16,602  43,050 


1981* 


210 


195 


180 


165 


150 


135 


120 


105 


90 


75 


60 


45 


30 


15 


‘Death  Benefit  for  members  who  died  1/1/80  or  later  paid  by  the  North  Carolina  Teachers'  and  State  Employees'  Benefit  Trust. 
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Payments  (millions  of  dollars) 


Exhibit  N 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIARILITIES  AND  RESERVE  RALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981  December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 3,965,460 

$ 4,185,458 

Receivables: 

Accounts  receivable 

37,683,486 

36,224,281 

Interest  receivable 

3,311,586 

2,436,966 

40,995,072 

38,661,247 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

3,676,640,625 

3,304,369,865 

Equity  Investment  Fund  - at  cost 

683,249,102 

498,586,066 

4,359,889,727 

3,802,955,931 

Total  assets 

$4,404,850,259 

$3,845,802,636 

LIARILITIES  AND  RESERVE  BALANCE 

Current  liabilities: 

Accounts  payable 

$ 123,751 

$ 103,903 

Reserve  balances: 

Employee  Reserves 

1,255,181,260 

1,130,533,506 

Annuitant  Reserves 

1,923,069,130 

1,622,907,690 

Employer  Reserves 

1,226,476,118 

1,092,257,537 

Total  Reserve  balances  (net  assets) 

4,404,726,508 

3,845,698,733 

Total  liabilities  and  Reserve  balances 

$4,404,850,259 

$3,845,802,636 
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Schedule  N-1 

TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 

1980 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fimd 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 43,554,350 

$ 132,974,131 

$ 193,541,709 

1,700,956 

$ 370,070,190 

1,700,956 

$ 299,300,857 

1,602,407 

Net  Income  for  Year 

43,554,350 

132,974,131 

191,840,753 

368,369,234 

297,698,450 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employer  Special 
Employee  Regular 
Employee  Special 

165,067,043 

2,592,577 

262,518,852 

893,460 

262,518,852 

893,460 

165,067,043 

2,592,577 

233,048,624 

916,032 

153,236,168 

2,296,450 

Total  Contributions 

167,659,620 

263,412,312 

431,071,932 

389,497,274 

Miscellaneous 

Total  Other  Sources 

656,512 

168,316,132 

211,870,482 

8,611 

8,611 

132,982,742 

29,952 

263,442,264 

455,283,017 

695,075 

431,767,007 

800,136,241 

748,390 

390,245,664 

687,944,114 

Other  Uses  of  Funds: 
Retirement  benefits 

Refunds 

Death  Benefits 

Miscellaneous 

34,786,881 

204,403,577 

1,432,837 

1,705 

483,466 

204,403,577 

34,786,881 

1,705 

1,916,303 

175,276,976 

27,197,175 

858,118 

1,486,357 

Total  Other  Uses 

34,786,881 

205,836,414 

485,171 

241,108,466 

204,818,626 

Net  inerease  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

177,083,601 

(52,435,847) 

(72,853,672) 

373,015,112 

454,797,846 

(320,579,265) 

559,027,775 

483,125,488 

Net  Increase  in  Reserves 
Reserves  - Beginning  of  Year 
Reserves  - End  of  Year 

124,647,754 

1,130,533,506 

$1,255,181,260 

300,161,440 

1,622,907,690 

$1,923,069,130 

134,218,581 

1,092,257,537 

$1,226,476,118 

559,027,775 

3,845,698,733 

$4,404,726,508 

483,125,488 

3,362,573,245 

$3,845,698,733 
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Schedule  N-2 


VALUATION  BALANCE  SHEET 
TEACHERS’  AND  STATE  EMPLOYEES’ 
RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 

As  of  December  31,  1980 


December  31,  1980 


ASSETS 


Current  assets: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  current  assets 


$1,130,533,506 

2,715,165,227 

$3,845,698,733 


Future  member  contributions  to  Annuity  Savings  Fund 


$1,968,640,301 


Prospective  contributions  to  Pension  Accumulation  Fund: 
Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


$1,581,474,574 

1,391,144,981 

$2,972,619,555 

$8,786,958,589 


LIABILITIES 


Annuity  Savings  Fund: 

Past  member  contributions 
Future  member  contributions 

Total  contributions  to  Annuity  Savings  Fund 


$1,130,533,506 

1,968,640,301 

$3,099,173,807 


Pension  Accumulation  Fund: 

Benefits  currently  in  payment 
Benefits  to  be  paid  to  current  active  members 
Reserve  for  increases  in  retirement  allowances  effective  July  1,  1981 
(July  1,  1980  as  of  December  31,  1979) 

Reserve  for  undistributed  gains 

Total  benefits  payable  from  Pension  Accumulation  Fund 
Total  liabilities 


$1,622,907,690 

3,924,504,628 

106,066,914 

34,305,550 

$5,687,784,782 

$8,786,958,589 


George  B.  Buck  Consulting  Actuaries,  Inc. 


Number 

Receiving 

Payments 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 


Exhibit  O 


28 


26 


Death  Benefits 
Refunds 

Retirement  Benefits 


72  3,741  2,469  65  4,721  3,259 


1971 


1973 


90  5,240  4,148 


1975 


88  5,980  5,696 


1977 


101  8,082  7,003 


1979 


19  7,238  7,706  0 7,849  8,440 


1980* 


24 


22 


20 


18 


16 


14 


12 


10 


1981* 


‘Death  Benefit  for  member!:  who  died  1/1/80  or  later  paid  by  the  North  Carolina  Teachers'  and  State  Employees'  Benefit  Trust. 
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Payments  (millions  of  dollars) 


Exhibit  P 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981  December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 2,997,451 

$ 2,868,311 

Receivables: 

Accounts  receivable 

7,934,265 

7,173,405 

Interest  receivable 

518,716 

385,028 

8,452,981 

7,558,433 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

624,042,396 

544,689,251 

Equity  Investment  Fund  - at  cost 

105,279,338 

77,032,077 

729,321,734 

621,721,328 

Total  assets 

$740,772,166 

$632,148,072 

LIABILITIES  AND  RESERVE  BALANCES 

Current  liabilities: 

Accounts  payable 

$ 40,397 

$ 35,098 

Reserve  balances: 

Employee  Reserves 

$ 226,338,113 

196,281,923 

Annuitant  Reserves 

238,014,353 

202,614,570 

Employer  Reserves 

276,379,303 

233,216,481 

Total  Reserve  balances  (net  assets) 

740,731,769 

632,112,974 

Total  liabilities  and  Reserve  balances 

$740,772,166 

$632,148,072 

68 


Schedule  P-1 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981  1980 


Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 7,436,974 

$ 16,523,585 

$ 37,259,212 
481,782 

$ 61,219,771 
481,782 

$ 48,325,891 
453,196 

Net  Income  for  Year 

7,436,974 

16,523,585 

36,777,430 

60,737,989 

47,872,695 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employer  Special 
Employee  Regular 
Employee  Special 

43,020,948 

1,322,313 

42,448,464 

1,060,974 

42,448,464 

1,060,974 

42,020,948 

1,322,313 

37,996,740 

2,771,190 

37,961,067 

1,718,828 

Total  Contributions 

43,343,261 

43,509,438 

86,852,699 

80,447,825 

Miscellaneous 

3,925 

3,925 

18,939 

Total  Other  Sources 

43,343,261 

43,513,363 

86,856,624 

80,466,764 

50,780,235 

16,523,585 

80,290,793 

147,594,613 

128,339,459 

Other  Uses  of  Funds: 
Retirement  Benefits 

Refunds 

Death  Benefits 

Miscellaneous 

12,991,951 

24,783,822 

152,864 

1,047,181 

24,783,822 

12,991,951 

1,200,045 

21,392,825 

10,099,831 

218,580 

772,442 

Total  Other  Uses 

12,991,951 

24,936,686 

1,047,181 

38,975,818 

32,483,678 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

37,788,284 

(7,732,094) 

(8,413,101) 

43,812,884 

79,243,612 

(36,080,790) 

108,618,795 

95,855,781 

Net  Increase  In  Reserves 
Reserves  - Beginning  of  Year 

30,056,190 

196,281,923 

35,399,783 

202,614,570 

43,162,822 

233,216,481 

108,618,795 

632,112,974 

95,855,781 

536,257,193 

Reserves  - End  of  Year 

$226,338,113 

$238,014,353 

$276,379,303 

$740,731,769 

$632,112,974 
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Schedule  P-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CARLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 

As  of  December  31,  1980 


December  31,  1980 


ASSETS 

Current  assets: 

Annuity  Savings  Fund 

$ 

196,281,923 

Pension  Accumulation  Fund 

435,831,051 

Total  current  assets 

$ 

632,112,974 

Future  member  contributions  to  Annuity  Savings  Fund 

$ 

388,808,340 

Prospective  contributions  to  Pension  Accumulation  Fund: 

Normal  contributions 

$ 

261,142,087 

Accrued  liability  contributions 

108,462,485 

Total  prospective  contributions 

$ 

369,604,572 

Total  Assets 

$1,390,525,886 

LIABILITIES 

Annuity  Savings  Fund: 

Past  member  contributions 

$ 

196,281,923 

Future  member  contributions 

388,808,340 

Total  contributions  to  Annuity  Savings  Fund 

$ 

585,090,263 

Pension  Accumulation  Fund: 

Benefits  currently  in  payment 

$ 

202,614,570 

Benefits  to  be  paid  to  current  active  members 

Reserve  for  increases  in  retirement  allowances  effective 

588,405,887 

January  1,  1982  (June  1,  1980  as  of  December  31,  1979) 

13,174,717 

Reserve  from  undistributed  gains 

1,240,449 

Total  benefits  payable  from  Pension  Accumulation  Fund 

$ 

805,435,623 

Total  Liabilities 

$1,390,525,886 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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Exhibit  Q 


Number 

Receiving 

Payments 


LAW  ENFORCEMENT  OFFICERS’ 
BENEFIT  AND  RETIREMENT  FUND 


Death  Benefits 

I-:  : : : : :-:  : : Refunds 

1 I Retirement  Benefits 


57  395  379 


1971 


65  451  420 


1973 


81  481  562 


1975 


78  606  691 


1977 


96  702  976 


1979 


2 610  1,092 


1980* 


1 622  1,218 


1981* 


*Death  Benefit  for  members  who  died  I/I/80  or  later  paid  by  the  North  Carolina  Teachers’  and  Slate  Employees'  Benefit  Trust. 


7.000 

6.500 

6.000 

5.500 

5.000 

4.500 

4.000 

3.500 

3.000 

2.500 

2.000 

1.500 

1,000 

500 
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Payments  (thousands  of  dollars) 


Exhibit  R 


LAW  ENFORCEMENT  OFFICERS’  RENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  ASSETS,  LIARILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31, 1981  December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 1,147,478 

$ 1,167,333 

Receivables: 

Accounts  receivable 

1,820,331 

1,692,489 

Interest  receivable 

186,758 

135,598 

2,007,089 

1,828,087 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

228,409,901 

200,831,237 

Equity  Investment  Fund  - at  cost 

39,722,262 

29,252,288 

268,132,163 

230,083,525 

Total  assets 

$271,286,730 

$233,078,945 

LIABILITIES  AND  RESERVE  BALANCE 

Current  liabilities: 

Accounts  payable 

$ 164,311 

$ 338,227 

164,311 

338,227 

Reserve  balances: 

Employee  Reserves 

104,702,786 

93,008,857 

Annuitant  Reserves 

64,860,819 

59,095,360 

Employer  Reserves 

96,474,666 

76,119,145 

Separate  Benefit  Reserves 

5,084,148 

4,517,356 

Total  Reserve  balances  (net  assets) 

271,122,419 

232,740,718 

Total  liabilities  and  Reserve  balances 

$271,286,730 

$233,078,945 

72 


Schedule  R-1 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT  AND  RETIREMENT  FUND 
STATEMENT  OF  INCOME  AND  CHANGE  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 


Employee 

Annuitant 

Employer 

Separate 

Henefit 

Total 

Reserves 

Reeserves 

Reserves 

Reserves 

Fund 

Income  From  Investment  Funds  $ 
Less  Administrative  Expenses 

3,550,295 

$ 4,648,357 

$13,875,932  $ 
64,099 

428,385 

21,366 

$ 22,502,969 
85,465 

Net  Income  for  Year 

3,550,295 

4,648,357 

13,811,833 

407,019 

22,417,504 

Other  Sources  of  Funds: 
Contributions: 


Employer  Regular 
Employer  Special 

Court  Costs  Received 
Employee  Regular 
Employee  Special 

14,624,397 

843,854 

7,181,849 

1,356,129 

1,590,141 

795,070 

7,181,849 

1,356,129 

2,385,211 

14,624,397 

843,854 

Total  Contributions 

15,468,251 

10,128,119 

795,070 

26,391,440 

Miscellaneous 

115,926 

115,926 

Total  Other  Sources 

15,468,251 

10,244,045 

795,070 

26,507,366 

19,018,546 

4,648,357 

24,055,878 

1,202,089 

48,924,870 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

Death  Benefits 

Insurance  Premiums 
Miscellaneous 

2,938,302 

6,966,578 

2,900 

92 

291,000 

344,297 

6,966,578 

2,938,302 

293,900 

344,297 

92 

Total  Other  Uses 

2,938,302 

6,969,478 

92 

635,297 

10,543,169 

Net  Increase  in  Reserves 

Before  Intra-Fund  Transfers 
Transfers  to  Annuitant  Reserve 

16,080,244 

(4,386,315) 

(2,321,121) 

8,086,580 

24,055,786 

(3,700,265) 

566,792 

38,381,701 

Net  Increase  in  Reserves 
Reserves  - Beginning  of  Year 

11,693,929 

93,008,857 

5,765,459 

59,095,360 

20,355,521 

76,119,145 

566,792 

4,517,356 

38,381,701 

232,740,718 

Reserves  - End  of  Year 

$104,702,786 

$64,860,819 

$96,474,666 

$5,084,148 

$271,122,419 

1980 


Total 

Fund 

$ 18,378,946 
89,403 
18,289,543 


5,935,199 

351,265 

2,468,604 

12,317,940 

233,132 

21,306,140 

117,063 

21,423,203 

39,712,746 

5,627,905 

2,469,804 

209,900 

307,172 

9,577 

8,624,358 


31,088,388 


31,088,388 

201,652,330 

$232,740,718 
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Schedule  R-2 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE  LAW  ENFORCEMENT 
OFFICERS’  BENEFIT  AND  RETIREMENT  FUND 

As  of  December  31,  1980 


ASSETS 


Current  assets; 

Regular  Contribution  Account 
Special  Contribution  Account 
Accumulation  Account 
Separate  Benefit  Fund  - Death  Benefit  Fund 
Separate  Benefit  Fund  - Insurance  Fund 
Total  current  assets 

Future  contributions  by  members  to  Regular  Contribution  Account 

Prospective  contributions  to  the  Accumulation  Account: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 

Prospective  contributions  to  the  Separate  Benefit  Fund  on  account  of  death 
after  retirement  benefits 
Total  assets 


LIABILITIES 


Regular  Contribution  Account: 

Past  contributions 
Future  contributions 

Total  contributions  to  Regular  Contribution  Account 
Special  Contribution  Account 

Separate  Benefit  Fund  - Death  Benefit  Fund  - death  after  retirement  benefits 

Separate  Benefit  Fund  - Insurance  Fund 

Accumulation  Fund: 

Benefits  currently  in  payment 

Benefits  to  or  on  account  of  current  active  members 
Reserve  for  increases  to  retirees  and  beneficiaries 

Total  benefits  payable  from  Accumulation  Account 
Total  liabilities 


December  31,  1980 


$ 52,898,315 
40,110,542 
135,214,505 
1,850,166 
2,667,190 

$232,740,718 

$124,513,160 


$ 91,932,224 
47,359,275 

$139,291,499 


$ 3,252,750 

$499,798,127 


$ 52,898,315 
124,513,160 

$177,411,475 

$ 40,110,542 

$ 5,102,916 

$ 2,667,190 


$ 59,095,360 
213,189,592 
2,221,052 

$274,506,004 

$499,798,127 


George  B.  Buck  Consulting  Actuaries,  Inc. 


74 


Exhibit  S 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981  December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 479,209 

$ 446,480 

Receivables: 

Accounts  receivable 

289,337 

272,248 

Interest  receivable 

17,981 

14,309 

307,318 

286,557 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

13,293,909 

10,952,843 

Equity  Investment  Fund  - at  cost 

2,160,618 

1,548,220 

15,454,527 

12,501,063 

Total  assets 

$16,241,054 

$13,234,100 

LIABILITIES  AND  RESERVE  BALANCES 

Reserve  balances: 

Employee  Reserves 

$ 3,279,108 

$ 2,776,885 

Annuitant  Reserves 

16,284,220 

14,174,051 

Employer  Reserves 

(3,322,274) 

(3,716,836) 

Total  Reserve  balances  (net  assets) 

16,241,054 

13,234,100 

Total  liabilities  and  Reserves 

$16,241,054 

$13,234,100 
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Schedule  S-1 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 

1980 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 104,509 

$ 1,142,185 

$ 78,344 

6,954 

$ 1,325,038 
6,954 

$ 1,002,832 
5,775 

Net  Income  for  Year 

104,509 

1,142,185 

71,390 

1,318,084 

997,057 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employee  Regular 
Employee  Special 

551,946 

62,685 

2,830,571 

2,830,571 

551,946 

62,685 

2,649,898 

520,102 

32,655 

Total  Contributions 

614,631 

2,830,571 

3,445,202 

3,202,655 

Miscellaneous 

225 

225 

100 

Total  Other  Sources 

2,830,796 

3,445,427 

3,202,755 

719,140 

1,142,185 

2,902,186 

4,763,511 

4,199,812 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

Death  Benefits 

42,669 

1,676,928 

36,960 

1,676,928 

42,669 

36,960 

1,334,702 

6,687 

36,960 

Total  Other  Uses 

42,669 

1,676,928 

36,960 

1,756,557 

1,378,349 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

676,471 

(174,248) 

(534,743) 

2,644,912 

2,865,226 

(2,470,664) 

3,006,954 

2,821,463 

Net  Increase  in  Reserves 
Reserves  - Beginning  of  Year 

502,223 

2,776,885 

2,110,169 

14,174,051 

394,562 

(3,716,836) 

3,006,954 

13,234,100 

2,821,463 

10,412,637 

Reserves  - End  of  Year 

$3,279,108 

$16,284,220 

($3,322,274) 

$16,241,054 

$13,234,100 
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Schedule  S-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1980 

ASSETS 


Present  assets  of  system  creditable  to; 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liabilities  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  increases  in  retirement  allowances  effective  July  1,  1981 
Total  liabilities 


George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 2,776,885 
10,457,215 

$13,234,100 

7,101,775 


$18,476,449 

19,583,166 

38,059,615 

$58,395,490 


$ 9,878,660 


14,174,051 


33,881,798 

460,981 

$58,395,490 
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Exhibit  T 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981 


ASSETS 


Cash  on  deposit  with  State  Treasurer 


$ 175,679 


Reeeivables; 

Accounts  receivable  37,186 

Interest  receivable  4,358 

41,544 


Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 
Equity  Investment  Fund  - at  cost 

Total  assets 


2,130,987 

363,207 

2,494,194 

$2,711,417 


LIABILITIES  AND  RESERVE  BALANCES 


Reserve  balances: 

Employee  Reserves  $ 652,972 

Annuitant  Reserves  1,234,060 

Employer  Reserves  824,385 

Total  Reserve  balances  (net  assets)  2,711,417 

Total  liabilities  and  Reserve  balances  $2,711,417 


December  31,  1980 


$ 154,890 


37,186 

3,340 

40,526 


1,768,669 

204,307 

1,972,976 

$2,168,392 


$ 576,963 
853,920 
737,509 

2,168,392 

$2,168,392 
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Schedule  T-1 

UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 

1980 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 21,617 

$ 78,299 

$123,533 

1,501 

$ 223,449 
1,501 

$ 162,747 
1,464 

Net  Income  for  Year 

21,617 

78,299 

122,032 

221,948 

161,283 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 

Employee  Regular 

Employee  Special 

85,540 

6,412 

342,586 

342,586 

85,540 

6,412 

319,186 

80,238 

Total  Contributions 

91,952 

342,586 

434,538 

399,424 

Miscellaneous 

50 

50 

Total  Other  Sources 

91,952 

342,636 

434,588 

399,424 

113,569 

78,299 

464,668 

656,536 

560,707 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

5,013 

108,498 

108,498 

5,013 

75,674 

Total  Other  Uses 

5,013 

108,498 

113,511 

75,674 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

108,556 

(32,547) 

(30,199) 

410,339 

464,668 

(377,792) 

543,025 

485,033 

Net  Increase  In  Reserves 

Reserves  - Beginning  of  Year 

76,009 

576,963 

380,140 

853,920 

86,876 

737,509 

543,025 

2,168,392 

485,033 

1,683,359 

Reserves  - End  of  Year 

$652,972 

$1,234,060 

$824,385 

$2,711,417 

$2,168,392 
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Schedule  T-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1980 

ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions  of 
the  State  into  the  Pension  Accumulation  Fund 

Reserve  for  4%  increase  in  retirement  allowances  effective  July  1,  1981 
Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$ 576,963 
1,591,429 

$2,168,392 

1,169,802 


$2,749,035 

1,810,129 

4,559,164 

$7,897,358 


$1,746,765 


853,920 


5,262,516 

34,157 

$7,897,358 
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Exhibit  U 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981 

December  31,  1980 

ASSETS 

Cash  on  deposit  with  State  Treasurer 

$ 150,544 

$ 206,292 

Receivables: 

Accounts  receivable 

69,197 

66,217 

Interest  receivable 

5,633 

5,144 

74,830 

71,361 

Investments: 

Long-term  Fixed  Income  Investment  Fund  - at  amortized  cost 

4,094,904 

3,279,256 

Equity  Investment  Fund  - at  cost 

680,944 

510,766 

4,775,848 

3,790,022 

Total  assets 

$5,001,222 

$4,067,675 

LIABILITIES  AND  RESERVE  BALANCES 

Reserve  balances: 

Employee  Reserves 

$1,113,635 

$ 973,122 

Annuitant  Reserves 

2,610,729 

2,842,557 

Employer  Reserves 

1,276,858 

251,996 

Total  Reserve  balances  (net  assets) 

5,001,222 

4,067,675 

Total  liabilities  and  Reserve  balances 

$5,001,222 

$4,067,675 

81 


Schedule  U-1 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 

1980 

Employee 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 
Less  Administrative  Expenses 

$ 37,730 

$ 204,498 

$ 169,616 
2,334 

$ 411,844 
2,334 

$ 306,833 
2,432 

Net  Income  for  Year 

37,730 

204,498 

167,282 

409,510 

304,401 

Other  Sources  of  Funds: 
Contributions: 

Employer  Regular 
Employee  Regular 
Employee  Special 

139,548 

9,904 

674,480 

674,480 

139,548 

9,904 

612,794 

130,023 

6,315 

Total  Contributions 

149,452 

674,480 

823,932 

749,132 

Miscellaneous 

100 

100 

50 

Total  Other  Sources 

149,452 

674,580 

824,032 

749,182 

187,182 

204,498 

841,862 

1,233,542 

1,053,583 

Other  Uses  of  Funds: 

Retirement  Benefits 

Refunds 

Death  Benefits 

6,996 

273,943 

19,056 

273,943 

6,996 

19,056 

238,250 

11,803 

Total  Other  Uses 

6,996 

273,943 

19,056 

299,995 

250,053 

Net  Increase  in  Reserves 

Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

180,186 

(39,673) 

(69,445) 

(162,383) 

822,806 

202,056 

933,547 

803,530 

Net  Increase  In  Reserves 
Reserves  - Beginning  of  Year 

140,513 

973,122 

(231,828) 

2,842,557 

1,024,862 

251,996 

933,547 

4,067,675 

803,530 

3,264,145 

Reserves  - End  of  Year 

$1,113,635 

$2,610,729 

$1,276,858 

$5,001,222 

$4,067,675 
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Schedule  U-2 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  CLERKS  OF  SUPERIOR  COURT 

RETIREMENT  SYSTEM 

As  of  December  31,  1980 


ASSETS 


Present  assets  of  system  creditable  to: 

Annuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to  the  Pension  Accumulation 
Fund: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


$ 973,122 

3,094,553 
$ 4,067,675 

1,520,275 


$ 3,940,043 
4,703,096 
8,643,139 

$14,231,089 


LIABILITIES 

Present  value  of  past  and  future  contributions  by  members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of  beneficiaries  or  their  dependents  now 
drawing  allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active  members  to  be  paid  by  contributions 
of  the  State  into  the  Pension  Accumulation  Fund 

Total  liabilities 


$ 2,493,397 

2,842,557 

8,895,135 

$14,231,089 


George  B.  Buck  Consulting  Actuaries,  Inc. 
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Exhibit  V 


NORTH  CAROLINA  LEGISLATIVE  RETIREMENT  FUND 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981 


ASSETS 


Cash  on  deposit  with  State  Treasurer  $41,866 

Total  assets  $41,866 


LIABILITIES,  RESERVE  AND  FUND  BALANCE 


Liabilities  $ -0- 


Reserve  for  contributions  40,056 

Fund  balance  1,810 

Total  liabilities,  reserve  and  fund  balanee  $41,866 


December  31,  1980 


$45,867 

$45,867 


$ -0- 

42,436 

3,431 

$45,867 
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NORTH  CAROLINA  LEGISLATIVE  RETIREMENT  FUND 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


Schedule  V-1 


Income  from  Investment  Funds 
Less  Administrative  Expenses 

Net  Income  for  Year 

Other  Sources  of  Funds; 
Contributions; 

Employer  Special 
Employee  Special 

Total  Contributions 


Other  Uses  of  Funds; 

Retirement  Benefits 

Refunds 

Miscellaneous 

Total  Other  Uses 

Net  Increase  in  Reserves  Before  Intra-fund  Transfers 
Transfer  to  Annuitant  Reserve 

Net  Increase  In  Reserves 
Reserves  - Beginning  of  Year 
Reserves  - End  of  Year 


1981 

1980 

Employee 

Reserves 

Annuitant 

Reserves 

Employer 

Reserves 

Total 

Fund 

Total 

Fimd 

$ 1,619 

$ -0- 

$ 

600 

$ 1,619 
600 

$ 1,650 
600 

1,619 

(600) 

1,019 

1,050 

91,629 

91,629 

92,586 

1,924 

1,924 

2,166 

1,924 

91,629 

93,553 

94,752 

3,543 

91,029 

94,572 

95,802 

1,254 

95,700 

1,619 

95,700 

1,254 

1,619 

91,925 

1,110 

1,650 

1,254 

95,700 

1,619 

98,573 

94,685 

2,289 

(4,669) 

(95,700) 

95,700 

89,410 

(91,031) 

(4,001) 

1,117 

(2,380) 

-0- 

(1,621) 

(4,001) 

1,117 

42,436 

-0- 

3,431 

45,867 

44,750 

$40,056 

$ -0- 

$ 1,810 

$41,866 

$45,867 
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Exhibit  W 


NORTH  CAROLINA  EMPLOYEE  DISABILITY  FUND 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1981  and  1980 


December  31,  1981  December  31,  1980 


ASSETS 

Cash  on  deposit  with  State  Treasurer  $ 1,365,081 

Investments: 

Long-term  Fixed  Ineome  Investment  Fund  - at  amortized  cost  11,792,050 

Equity  Investment  Fund  - at  cost  -0- 

11,792,050 

Receivables: 

Accrued  interest  receivable  16,145 

Due  from  beneficiaries  for  overpayment  168,912 

185,057 

Total  assets  $13,342,188 

LIABILITIES  AND  RESERVE  BALANCES 


Current  liabilities: 

Accounts  payable  $ -0- 

Reserve  balances: 

Annuitant  Reserves  8,483,697 

Employer  Reserves  4,858,491 

Total  Reserve  balances  (net  assets)  13,342,188 

Total  liabilities  and  Reserves  $13,342,188 


$ 1,408,885 


12,721,619 

-0- 

12,721,619 


15,489 

111,420 

126,909 

$14,257,413 


$ -0- 


11,337,225 

2,920,188 

14,257,413 

$14,257,413 


NOTE:  On  July  1,  1979  participation  began  in  three  investment  funds  or  pools  established  by  the  State  Treasurer.  Cash  on  deposit 
with  the  State  Treasurer  is  invested  in  the  Short-term  Investment  Fund  to  the  extent  of  the  average  daily  balance.  See  page  18 
for  further  information  about  the  investment  pools. 
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Schedule  W-1 


NORTH  CAROLINA  EMPLOYEE  DISABILITY  FUND 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 

1980 

Annuitant 

Employer 

Total 

Total 

Reserves 

Reserves 

Fund 

Fund 

Income  from  Investment  Funds 

Less  Administrative  Expenses 

$ 594,628 

64,156 

$ 656,780 

$ 1,251,408 
64,156 

$ 1,244,643 
-0- 

Net  Income  for  Year 

530,472 

656,780 

1,187,252 

1,244,643 

Other  Uses  of  Funds: 

Benefit  Payments 

2,102,477 

2,102,477 

1,963,366 

Total  Other  Uses 

2,102,477 

2,102,477 

1,963,366 

Net  increase  in  Reserves  Before  Intra-fund 
Transfers 

Transfer  to  Annuitant  Reserve 

(1,572,005) 

(1,281,523) 

656,780 

1,281,523 

(718,723) 

Net  Increase  In  Reserves 

Reserves  - Beginning  of  Year 

(2,853,528) 

11,337,225 

1,938,303 

2,920,188 

(915,225) 

14,257,413 

(718,723) 

14,976,136 

Reserves  - End  of  Year 

$ 8,483,697 

$4,858,491 

$13,342,188 

$14,257,313 
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Schedule  W-2 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE 
DISABILITY  SALARY  CONTINUATION  PLAN 

As  of  December  31,  1980 

ASSETS 


Present  assets 

Present  value  of  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  reported  and  approved  claim  liabilities 

Present  value  of  pending  claim  liabilities 

Present  value  of  incurred  but  unreported 
claim  liabilities 

Total  claim  liabilities 

Reserve  against  future  employer  contributions 

Total  liabilities 

George  B.  Buck  Consulting  Actuaries,  Inc. 


$14,257,413 

-0- 

$14,257,413 

$ 5,172,231 
5,319,509 

845,485 

$11,337,225 

2,920,188 

$14,257,413 
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Exhibit  X 


NORTH  CAROLINA  PUBLIC  EMPLOYEES’  SOCIAL  SECURITY  AGENCY 
STATEMENT  OF  ASSETS  AND  LIABILITIES 

As  of  December  31,  1981  and  1980 


December  31,  1981 

December  30,  1980 

ASSETS 

Cash  on  deposit  with  State  Treasurer 

$ 1,115,111 

$ 1,441,724 

Total  assets 

$ 1,115,111 

$ 1,441,724 

LIABILITIES 

Advanee  payments  by  participating  units 

$ 1,096,278 

$ 1,422,917 

Reserve  for  remittance  discrepancies  and 
settlement  contingencies 

18,833 

18,807 

Total  liabilities 

$ 1,115,111 

$ 1,441,724 

STATEMENT  OF  RECEIPTS  AND  EXPENDITURES 

For  the  Years  Ended  December  31,  1981  and  1980 

December  31,  1981 

Schedule  X-1 

December  31,  1980 

Additions: 

Contributions  deducted  from  payroll  and  employer  matching 

$528,406,020 

$484,643,267 

Total  additions 

528,406,020 

484,643,267 

Deductions: 

Payments  to  United  States  Treasurer 

528,597,085 

523,747,845 

Refunds  to  member  units 

135,548 

112,368 

Total  deductions 

528,732,633 

523,860,213 

Net  additions 

(326,613) 

(39,216,946) 

Cash  on  deposit  with  State  Treasurer  at  January  1 

1,441,724 

40,658,670 

Cash  on  deposit  with  State  Treasurer  at  December  31 

$ 1,115,111 

$ 1,441,724 
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Exhibit  Y 


TEACHERS’  AND  STATE  EMPLOYEES’  BENEFIT  TRUST 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  FUND  BALANCE 

As  of  December  31,  1981  and  1980 


December  31,  1981  December  31,  1980 


ASSETS 

Cash  on  deposit  with  State  Treasurer 

Receivables; 

Accounts  receivable 
Interest  receivable 


Current  liabilities: 

Accounts  payable 

Reserve  balances; 

Employer  Reserves 
Total  Reserve  balances  (net  assets) 
Total  liabilities  and  Reserve  balances 


$ 972,026 


693,095 

12,157 

705,252 


amortized  cost  6,051,626 

-0- 

6,051,626 

$7,728,904 


$ 763,734 


6,965,170 

6,965,170 

$7,728,904 


Investments: 

Long-term  Fixed  Income  Investment  Fund  - at 
Equity  Investment  Fund  - at  cost 

Total  assets 

LIABILITIES  AND  RESERVE  BALANCE 


$4,124,926 


736,316 

43,235 

779,551 


-0- 

-0- 

-0- 

$4,904,477 


$ ^ 


4,904,477 

4,904,477 

$4,904,477 
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Schedule  Y-1 


TEACHERS’  AND  STATE  EMPLOYEES’  BENEFIT  TRUST 
STATEMENT  OF  INCOME  AND  CHANGES  IN  RESERVES 

For  the  Year  Ended  December  31,  1981 


1981 

1980 

Employer 

Total 

Total 

Reserves 

Fund 

Fimd 

Income  from  Investment  Funds 

$ 645,685 

$ 645,685 

$ 268,469 

Less  Administrative  Expenses 

39,000 

39,000 

24,224 

Net  Income  for  Year 

606,685 

606,685 

244,245 

Other  Sources  of  Funds: 

Contributions: 

Employer  Regular 

8,267,431 

8,267,431 

8,791,947 

Total  Contributions 

8,267,431 

8,267,431 

8,791,947 

8,874,116 

8,874,116 

9,036,192 

Other  Uses  of  Funds: 

Death  Benefits 

6,813,423 

6,813,423 

4,131,715 

Total  Other  Uses 

6,813,423 

6,813,423 

4,131,715 

Net  Increase  In  Reserves 

2,060,693 

2,060,693 

4,904,477 

Reserves  - Beginning  of  Year 

4,904,477 

4,904,477 

-0- 

Reserves  - End  of  Year 

$6,965,170 

$6,965,170 

$4,904,477 
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Exhibit  Z 


ESCHEAT  FUND 

COMPARATIVE  BALANCE  SHEET 

June  30,  1982  and  1981 


June  30, 

1982 


ASSETS 


Cash  in  Short-Term  Investment  Fund  $ 411,559 

Investments  - net  book  value  23,844,995 

Accrued  interest  receivable  185,946 

Student  loan  defaults  51,947 

Total  $24,494,447 


LIABILITIES  AND  FUND  EQUITY 


Due  to  State  Educational  Assistance  Authority  - net  income  $ 1,970,478 


Fund  equity  (See  Note): 

Fund  balance  - principal; 

Reserved  for  refunds  4,891,681 

Current  years  escheats  1,470,794 

Dedicated  to  State  Educational  Assistance  Authority 

Revenue  Bond  Indenture  16,161,494 

Total  fund  equity  22,523,969 

Total  liabilities  and  fund  equity  $24,494,447 


NOTE  1 Effective  January  1,  1981,  the  law  controlling  the  Escheat  Fund  was 
amended  and  recodified  as  Chapter  116B  of  the  North  Carolina  General 
Statutes.  Among  other  changes  made  were  changes  which  directly  affect 
the  proper  accounting  and  reporting  of  Fund  Balance  - Principal.  Effec- 


tively the  amendments  limited  refunds  to  an  amount  determin 
January  1 of  each  year  plus  any  amounts  received  during  the  y 
remaining  balance  at  January  1 is  automatically  dedicated  to  tl 
ture. 


1981 


$ 2,113,853 
19,877,017 
155,612 
54,635 
$22,201,117 


$ 1,482,308 


4,934,160 

3,070,500 

12,714,149 

20,718,808 

$22,201,117 

1 bv  the  Statutes  as  of 
ir  from  escheats.  The 
revenue  bond  inden- 
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Schedule  Z-1 


ESCHEAT  FUND 

COMPARATIVE  STATEMENT  OF  CHANGES  IN  FUND  BALANCE* 

June  30,  1982  and  1981 


June  30, 


1982 

1981 

Beginning  fund  balance  - July  1 

$20,718,808 

$16,723,654 

Additions: 

Funds  escheated: 

Estates  and  trusts 

87,517 

675,732 

Clerks  of  State  courts 

145,920 

381,734 

State  and  federal  banks 

503,746 

939,536 

Savings  and  loan  associations,  credit  unions  and  associations 

314,873 

232,073 

Insurance  companies 

301,774 

500,258 

Public  utilities,  membership  corporations 

9,797 

275,771 

State  and  governmental  agencies 

384,023 

502,309 

Other  businesses 

289,845 

642,101 

Total  funds  escheated  during  year 

$ 2,037,495 

$ 4,149,514 

Grand  total 

$22,756,303 

$20,873,168 

Deductions: 

Refunds  of  escheats 

$ 232,336 

$ 154,360 

Ending  Fund  Balance  - June  30 

$22,523,967 

$20,718,808 

“Reserve  for  Escheats  subject  to  refund. 


Schedule  Z-2 


ESCHEAT  FUND 

COMPARATIVE  INCOME  STATEMENT 

June  30,  1982  and  1981 


Investment  ineome 

Less:  Administrative  expenses 

Net  income  - transferred  to  State  Education  Assistance  Authority 


June  30, 

1982  1981 


$ 2,069,360  $ 1,565,637 

(98,882)  (83,329) 

$ 1,970,478  $ 1,482,308 
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Exhibit  AA 


DEPARTMENT  OPERATING  BUDGET 
Fiscal  Year  1980-81 


General  Fund  Total  Total 


Division 

Appropriation 

Receipts 

Requirements 

Expended 

Unexpended 

Administrative  Services: 

General  Administration 

$ 341,098 

$ - 

$ 341,098 

$304,192 

$ 36,906 

Escheat  Fund 

— 

114,082 

114,082 

98,882 

15,200 

Word  Processing 

— 

183,135 

183,135 

175,554 

7,581 

Data  Processing 

— 

910,830 

910,830 

857,666 

53,164 

Total  Division 

341,098 

1,208,047 

1,549,145 

1,436,294 

112,851 

Investment  and  Banking: 

Investment  Management 

— 

965,481 

965,481 

937,846 

27,635 

Banking  Operations 

525,021 

76,490 

601,511 

566,706 

34,805 

Total  Division 

525,021 

1,041,971 

1,566,992 

1,504,552 

62,440 

State  and  Local  Government  Finance: 

Total  Division 

710,667 

310,160 

1,020,827 

939,374 

81,453 

Retirement  and  Health  Benefits: 

Retirement  Operations 

— 

2,471,115 

2,471,115 

2,365,348 

105,767 

Health  Benefits 

— 

194,714 

194,714 

176,964 

17,750 

Social  Security 

— 

141,213 

141,213 

121,929 

19,284 

Total  Division 

— 

2,807,042 

2,807,042 

2,664,241 

142,801 

Reserves  and  Transfers 

19,796 

24,047 

43,843 

43,843 

Total  Operating  Budget 

$1,596,582 

$5,391,267 

$6,987,849 

$6,544,461 

$443,388 
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